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WITNESS 

j.  brian  atwood,  administrator 

Chairman's  Opening  Statement 

Mr.  Callahan.  Good  morning,  Mr.  Administrator.  We  are  happy 
you  could  be  with  us. 

It  is  important  that  we  hear  from  you  and  have  the  ability  to  ask 
questions,  because  it  is  becoming  difficult  to  obtain  timely  and  com- 
plete information  from  AID  regarding  its  ongoing  operations  and 
the  1997  budget  as  well. 

We  do  not  yet  have  a  congressional  presentation  document  from 
AID.  Both  the  State  Department  and  Treasury  Department  have 
supplied  us  with  documents  for  their  budget  request.  We  also  only 
have  tentative  numbers  for  country  allocations  for  fiscal  year  1997, 
and  although  I  do  understand  that  you  are  negotiating  with  the 
State  Department  on  final  decisions  on  country  closeout  and  reduc- 
tions, I  am  told  that  it  will  be  at  least  mid-May  before  a  complete 
congressional  presentation  document  will  be  available  to  the  com- 
mittee. Thus,  we  may  mark  up  our  1997  appropriation  bill  without 
an  adequate  justification  for  the  President's  budget  request  for 
AID. 

While  our  1996  appropriation  bill  was  not  fully  enacted  into  law 
until  late  January,  with  the  exception  of  one  amendment,  the  con- 
ference report  was  actually  adopted  in  the  House  last  October. 

The  1996  funding  level  should  have  been  no  surprise  to  the  agen- 
cy. However,  it  was  not  until  2  weeks  ago  that  we  received  a  final 
version  of  AID's  proposed  plans  for  implementation  of  the  1996  Ap- 
propriation Act,  and  the  1996  country  allocations  have  just  arrived. 

I  have  stated  a  number  of  times  that  I  am  not  interested  in 
micromanaging  your  department.  However,  if  operational  flexibility 
is  abused  or  if  the  agency  fails  to  adequately  inform  the  Congress 
of  their  activities,  then  we  certainly  have  the  authority  to  take 
stronger  steps. 

In  addition,  as  I  indicated  in  our  Haiti  hearing  last  month,  when 
we  do  take  a  position  in  either  bill  language  or  report  language,  I 
expect  this  direction  to  be  taken  seriously.  If  it  is  not,  then  my  po- 
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sition  on  providing  as  much  flexibility  as  possible  to  the  executive 
branch  might  conceivably  have  to  be  revisited. 

The  point  is  that  you  can  have  your  shrimp  fried  or  boiled  or  bar- 
becued, but  you  must  remember  that  we  are  the  ones  who  give  you 
the  shrimp,  and  if  you  want  us  to  tell  you  how  to  prepare  them, 
well,  then  we  will  do  that  as  well. 

The  budget  request  for  1997  in  your  prepared  testimony,  it 
sounded  to  me,  Brian,  like  you  were  appealing  to  OMB  more  than 
you  were  to  us  for  a  higher  allocation. 

The  administration  funding  request  for  development  assistance 
in  1997  is  not  much  different  than  the  level  that  we  appropriated 
for  1996.  You  may  not  like  the  reductions  Congress  proposed  in 
1996,  but  they  have  been  largely  accepted  by  the  administration 
and  are  included,  in  effect,  in  the  President's  1997  budget  request. 

I  am  disappointed  the  administration  has  proposed  to  eliminate 
the  Child  Survival  Protection  Account.  As  you  know,  child  survival 
is  something  that  I  take  some  pride  of  authorship  in.  You  know  the 
intent  of  child  survival,  and  that  is  that  we  wanted  to  prioritize  the 
balance  of  the  money  that  was  available  for  USAID.  We  wanted 
such  things  as  polio  eradication,  we  wanted  child  survival  activi- 
ties, to  be  adequately  funded,  and  I  am  very  disappointed  that  you 
and  the  administration  just  chose  to  ignore  that,  because  obviously 
you  know  that  I  am  going  to  put  it  back  in  there  anyway,  and  obvi- 
ously you  know  that  this  committee,  on  both  sides  of  the  aisle,  fully 
supports  that  concept. 

We  did  not  just  dream  up  child  survival  because  we  wanted  to 
do  something  to  do  you  harm.  We  dreamt  up  child  survival  to  tell 
you  exactly  what  we  wanted  you  to  do  with  the  limited  monies  that 
were  available.  So  child  survival  was  in  there  last  year.  It  is  going 
to  be  in  there  again  next  year. 

As  a  matter  of  fact,  to  emphasize  the  importance  of  it,  I  am  going 
to  try  to  increase  child  survival  to  emphasize  to  you  how  serious 
I  am  and  to  let  you  know  I  am  very  serious  about  one  thing,  and 
that  is  child  survival. 

I  have  tried  to  give  you  as  much  latitude  as  I  could  on  every- 
thing. I  tried  not  to  interfere  with  the  operations  of  your  agency. 
I  have  tried  to  afford  you  the  flexibility  that  you  need  to  operate 
it.  I  have  done  that  with  the  administration  throughout  the  entire 
150  account. 

But  child  survival  is  serious,  it  is  to  be  taken  seriously,  and  I  am 
not  going  to  be  told  by  those  trying  to  eradicate  polio,  like  Rotary 
International,  that  money  is  not  available  when  money  is  available, 
because  this  Congress,  this  committee  specifically  made  it  available 
by  creating  the  Callahan  Child  Survival  Account. 

So  I  don't  want  people  walking  in  my  office  telling  me  that  no 
money  is  available  for  these  programs  or  there  are  delays.  The 
money  is  there.  It  is  earmarked  for  child  survival.  We  have  given 
you  discretionary  authority.  We  have  told  you  to  fully  fund 
UNICEF.  We  emphasized  in  report  language  the  importance  of 
polio  eradication. 

I  don't  want  to  get  into  telling  you  what  month  you  are  going  to 
spend  this  money  in,  but  that  is  permissible.  We  do  it  in  some  in- 
stances. We  do  it  for  Israel.  We  tell  you  to  give  them  their  money 
up  front.  So  if  we  are  going  to  have  to  get  into  telling  you  to  do 


it  month  by  month  or  to  expedite  some  type  of  advance  payment 
for  programs,  we  will  do  that  too,  Brian. 

But  I  don't  want  to  do  that.  I  want  to  give  you  the  flexibility  to 
run  your  agency.  But  at  the  same  time,  we  don't  want  you  or  your 
staff  to  ignore  report  language  nor  to  ignore  the  obvious  intent  of 
Congress  when  we  appropriate  this  money  to  you. 

We  don't  know  exactly  when  we  are  going  to  receive  our  budget 
allocation,  but  I  imagine  it  would  be  within  the  next  couple  of 
weeks.  We  hope  to  probably  slow  down  or  at  least  reduce  the  num- 
ber of  hearings  this  year  as  best  we  can  and  that  sometime  mid- 
May  we  will  be  able  to  give  you  a  bill  that,  hopefully,  the  President 
can  sign.  At  least  we  will  pass  it  through  the  House  and  Mr. 
McConnell  I  am  sure  this  year  is  just  going  to  accept  whatever  we 
send  to  him,  and  we  will  send  it  directly  to  the  President. 

In  any  event,  I  am  going  to  go  ahead  and  submit  my  questions 
for  the  record.  So  I  will  let  you  get  on  with  your  testimony. 

Mr.  Callahan.  Mr.  Wilson  is  not  here  today.  Does  anyone  else 
have  an  opening  statement? 

Ms.  Pelosi's  Opening  Statement 

Ms.  Pelosl  I  have  an  opening  statement.  Thank  you  very  much, 
Mr.  Chairman.  I  join  you  in  welcoming  so  warmly  Mr.  Atwood  to 
our  committee  this  morning. 

As  you  know,  Mr.  Chairman,  last  year  Congress  reduced  the  for- 
eign aid  budget  to  a  level  of  just  a  little  over  $12  billion,  the  lowest 
level  in  modern  times.  While  I  respect  the  Chairman's  priorities 
and  I  certainly  applaud  him  for  the  manner  in  which  the  sub- 
committee went  about  its  business,  I  do  want  to  indicate  that  I  be- 
lieve we  went  too  far  in  our  cuts  last  year.  The  cuts  which  fell  dis- 
proportionately on  AID  programs  will  have  serious  consequences  in 
developing  countries  around  the  world. 

Over  $800  million  was  cut  from  the  Administration's  request  for 
development  assistance  in  Eastern  Europe,  Newly  Independent 
States  programs,  and  Food  for  Peace  programs. 

According  to  your  statement,  Mr.  Atwood,  seven  million  families 
throughout  the  world  will  lose  access  to  family  planning  services  as 
a  result  of  the  cuts  in  population  funding.  Cuts  in  other  areas  such 
as  environment,  health,  education,  and  democracy  programs  will 
also  have  an  adverse  impact. 

Everybody  here,  of  course,  is  not  going  to  be  in  complete  agree- 
ment on  the  specifics  that  Mr.  Atwood  will  address  in  his  state- 
ment on  AID  cuts.  However,  I  would  hope  that  as  we  move  to  the 
fiscal  year  1997  request  we  address  not  only  the  level  of  foreign  aid 
spending  but  also  the  role  that  the  U.S.  should  play  in  the  world. 
TTiis  should  not  just  be  measured  it  by  strictly  budgetary  bench- 
marks, but  by  what  our  leadership  role  should  be. 

We  have  come  a  long  way  in  reducing  foreign  aid,  in  large  part 
due  to  your  leadership,  Mr.  Chairman,  but  AID  has  already  re- 
duced the  number  of  missions  and  will  have  further  reductions  this 
year.  You  and  I  don't  always  agree  on  that. 

Now,  the  AID  is  considering  a  10  percent  RIF  of  its  workforce. 
Our  ability  to  respond  to  emerging  problems  in  desperate  places 
has  been  diminished.  I  personally  regret  that  the  cuts  have  been 
made  to  this  extent  as  far  as  AID  is  concerned.  AID  has  built  up 


a  unique  capability  and  expertise  in  problem-solving  over  the  years 
and  is  now  in  danger  of  losing  it.  I  would  close  by  saying  that  re- 
cent developments  in  Bosnia  are  a  perfect  way  of  illustrating  my 
point.  Again,  Mr.  Chairman,  you  took  the  lead  in  helping  to  make 
the  funds  available  for  Bosnia.  I  have  further  elaboration  on  that 
which  I  will  submit  for  the  record. 

The  President  has  chosen  wisely  in  naming  Mr.  Atwood  the  di- 
rector of  AID.  His  leadership  has  changed  that  organization.  Many 
of  us  had  concerns  and  complaints  about  AID  which  Mr.  Atwood 
has  addressed.  I  call  that  to  the  attention  of  the  committee  and 
once  again  state  that  the  framework  of  the  decision-making  that  I 
am  striving  for  would  be  one  that  recognizes  our  leadership  role  in 
the  world  as  well  as  our  budgetary  considerations. 

Mr.  Chairman,  I  do  want  to  add,  since  you  mentioned  the  subject 
of  child  survival,  and  you  mentioned  specifically  polio,  that  I  hope 
there  will  be  a  strong  component  for  disease  eradication  in  the 
Child  Survival  Fund  that  you  mentioned. 

With  that,  once  again,  I  welcome  Mr.  Atwood  and  look  forward 
to  his  testimony. 

Thank  you,  Mr.  Chairman. 

AID  FUNDING 

Mr.  Callahan.  Let  me  respond  to  your  statement  £ind  tell  you 
that  we  have  to  go  back  18  months  and  look  at  where  we  were. 

I  have  no  qualms  with  Mr.  Atwood.  I  greatly  admire  him.  Natu- 
rally I  have  questions  about  some  of  his  staff  not  understanding 
what  report  language  is  all  about,  and  that  is  always  the  case  with 
any  agency.  But  I  have  great  admiration  for  Brian  Atwood. 

You  might  recall  that  18  months  ago  Brian  was  having  difficulty 
finding  true  friends  here  on  Capitol  Hill,  that  you  had  the  White 
House  trying  to  merge  his  agency  in  with  the  State  Department, 
you  had  the  Senate  trying  to  abolish  his  agency  altogether,  and  it 
was  this  committee  that  stood  behind  USAID,  even  though  we  had 
tremendous  opposition  from  some  of  our  colleagues  in  the  House. 

So  I  have  no  problem  with  Mr.  Atwood  and  his  professionalism. 
That  is  not  in  question  here  today.  I  naturally  have  views,  and  this 
committee  has  suggestions  that  we  have  tried  to  suggest,  as  to  the 
priorities  with  the  limited  amount  monies  availability. 

And  secondly,  I  think  you  must  recognize  that  we  are  under  a 
budget  allocation.  That  it  is  not  a  question  of  whether  or  not  this 
committee  wants  to  give  Brian  more  or  wants  to  give  any  other 
agency  under  our  control  or  under  our  jurisdiction  more  money,  it 
is  that  the  Budget  Committee  tells  us  this  is  going  to  be  it. 

We  left  a  reserve  in  there  last  year  for  a  good  purpose,  and  that 
was,  we  knew  Bosnia  was  going  to  require  some  money,  and  then 
we  knew  there  were  going  to  be  probably  some  emergencies  that 
came  up  during  this  fiscal  year,  which  they  did.  I  don't  know  how 
much  of  an  emergency  they  were,  but  the  supplemental  appropria- 
tions grew  by  about  $600  million.  So  I  think  that  we  have  an- 
swered as  responsibly  as  we  possibly  could. 

You  must  also  be  aware  that  the  Budget  Committee  originally 
had  intended  to  cut  us  to  about  $10.4  billion  and  that  we  had  to, 
for  the  first  time  in  our  life,  go  in  £ind  plead  with  the  Budget  Com- 
mittee to  give  our  committee  more  money.  So  I  think  that  we,  as 


a  committee,  both  sides  of  the  aisle,  have  acted  responsibly  in  pro- 
curing as  much  money  for  allocation  as  we  possibly  could  have  got- 
ten. 

But  the  administration  this  year,  0MB,  has  not  substantiated 
what  Brian  is  saying.  0MB  is  telling  us  that  this  is  all  they  need 
for  USAID.  So  he  has  a  twofold  problem,  and  that  is  getting  0MB 
to  agree  with  him  as  well  as  getting  this  committee  to  agree  with 
him.  But  I  heard  the  President  say  he  is  not  going  to  pay  much 
attention  to  OMB,  that  he  is  going  to  let  the  CBO  score  everything, 
and  that  is  how  he  is  going  to  weigh  what  we  do  here. 

So,  in  any  event,  I  think  that  this  committee  has  been  kinder  to 
Mr.  Atwood  than  any  other  committee  that  I  am  aware  of. 

Mr.  Torres. 

Mr.  Torres'  Opening  Statement 

Mr.  Torres.  Thank  you,  Mr.  Chairman. 

I  want  to  echo  the  statements  by  my  colleague,  Ms.  Pelosi,  re- 
garding what  we  all  believe  to  be  a  serious  issue,  the  fact  that 
there  are  major  cuts  in  AID. 

But  I  did  take  note  of  your  comments  referring  to  Mr.  Atwood 
and  your  personal  feelings  towards  him  and  the  agency.  I  appre- 
ciate that.  I  appreciate  the  leadership  you  are  providing  us  on  the 
committee  today  to  bring  forth  this  kind  of  a  hearing,  and  simply 
to  welcome  Mr.  Atwood  and  his  associates,  and  I  look  forward  to 
hearing  their  statements. 

I  yield  back  the  balance  of  my  time. 

Mr.  Callahan.  Mr.  KnoUenberg. 

Mr.  Knollenberg.  Mr.  Chairman,  I  don't  have  any  questions  at 
this  time.  I  welcome  the  Secretary,  and  I  believe  that  I  will  have 
a  question  or  two  at  the  appropriate  time,  but  at  this  time  I  will 
just  pass  and  jdeld  back  to  the  chair. 

Mr.  Callahan.  I  might  say  that  he  is  not  the  Secretary  yet. 

Mr.  Knollenberg.  Mr.  Atwood,  I  was  looking  for  a  title,  and  I 
renounce  what  I  said. 

Mr.  Callahan.  I  will  tell  you,  I  just  expressed  my  admiration 
and  if  he  is  interested  in  being  Secretary,  I  will  talk  to  Mr.  Dole 
about  that. 

Mr.  Knollenberg.  I  will  just  correct  and  say  "administrator." 

Mr.  Atwood's  Opening  Statement 

Mr.  Atwood.  Thank  you  very  much,  Mr.  Chairman.  And  I  want 
to  say  I  want  to  thank  all  of  the  members  who  have  been  so  kind 
in  their  remarks. 

But  with  respect  to  you,  Mr.  Chairman,  I  think  our  feelings  are 
mutual  about  one  another.  I  really  appreciate  the  role  that  you 
have  played.  I  know  how  difficult  it  is.  These  are  difficult  times, 
but  I  think  you  have  treated  us  fairly.  I  think  your  staff  has  treat- 
ed us  fairly.  They  have  asked  us  tough  questions.  We  haven't  al- 
ways been  able  to  answer  those  questions  immediately,  but  I  hope 
some  of  the  things  I  will  say  will  provide  some  explanation  for  that. 

I  don't  think  we  would  have  a  fiscal  year  1996  appropriation  if 
it  were  not  for  your  leadership,  and  I  very  much  appreciate  that, 
and  I  appreciate  what  you  did  for  us  on  the  Bosnia  supplemental 


as  well.  And  we  have  had  some  private  talks  about  how  difficult 
this  might  be  in  your  district.  It  is  not  easy  for  anyone  to  support 
foreign  aid,  and  I  understand  that,  although  I  think  if  people  do 
understand  more  about  the  specifics,  then  there  is  more  support 
out  there  than  we  understand  and  imagine. 

I  had  someone  last  night  tell  me  a  story  that  I  think  might  be 
appropriate  for  the  kind  of  relationship  that  we  should  have,  given 
the  difficulty  of  your  task  and  the  difficulty  of  my  task.  Several 
years  ago  when  the  administrator  was  William  Gaud  and  the  chair- 
man of  the  committee  was  Otto  Passman.  Mr.  Passman  was  saying 
how  difficult  it  was  in  his  southern  district  to  support  foreign  aid, 
and  William  Gaud  said  to  him,  "Mr.  Chairman,  if  it  helps,  you 
ought  to  know  that  you  are  our  favorite  SOB." 

Mr.  Callahan.  I  understand  Mr.  Passman  used  to  also  tell  his 
constituents  that  just  to  make  certain  that  our  foreign  aid  was 
being  spent  wisely,  that  he  was  going  to  travel  to  every  country 
where  it  was  spent.  I  will  tell  you  that  the  people  in  South  Ala- 
bama are  not  going  to  accept  that. 

Mr.  Atwood.  Well,  Mr.  Chairman,  I  want  to  say  that  I  think 
your  constituents  ought  to  appreciate  the  fact  that  when  you  do 
travel  to  countries,  you  go  to  places  like  Bosnia,  and  you  are  about 
to  go  to  Haiti,  and  I  think  that  is — you  are  to  be  commended  for 
that.  You  need  to  be  looking  at  those  programs.  It  is  part  of  your 
responsibility.  And  those  are  not  easy  places  to  visit.  So  I  appre- 
ciate that. 

Let  me — I  have  submitted  a  statement.  You  have  seen  it.  I  hope 
it  will  be  made  a  part  of  the  record,  and  I  would  like  to  make  a 
couple  of  more  personal  statements  about  the  state  of  USAID. 

We  have  been  through  very,  very  difficult  times,  as  you  well 
know.  We  started  in  1993  with  a  total  reorganization  of  the  place. 
It  was  done  with  a  lot  of  consultation  with  the  Congress.  We  have 
reduced.  We  announced  the  closing  of  27  missions,  and  by  the  end 
of  this  year  we  will  have  closed  24. 

We  have  reengineered  our  internal  systems.  That  is  not  easy  on 
our  people.  Our  people  have  lived  with  a  great  deal  of  uncertainty 
about  the  future  of  the  agency.  Some  of  that  you  have  alluded  to, 
and  some  of  that  uncertainty  has  not  been  generated  only  by  the 
Congress. 

There  have  been  a  number  of  new  initiatives  that  we  have  im- 
posed on  our  people:  The  New  Partnerships  Initiative  wherein  we 
want  to  work  more  with  NGrOs.  We  recently  announced  a  new 
Emerging  Markets  Office  where  we  want  to  see  if  we  can  facilitate 
trade  and  investment  more  effectively.  We  have  had  the  West  Bank 
and  Gaza  and  Haiti  and  the  President's  Greater  Horn  initiative 
and  a  number  of  other  initiatives  that  we  have  imposed  on  our  peo- 
ple, and  they  have  responded  to  each  of  these  things  very,  very 
well. 

Now,  just  recently  I  have  had  to  announce  the  need  for  a  reduc- 
tion in  force.  We  are  also  engaged  in  negotiations,  as  you  indicated, 
with  the  State  Department  over  even  further  reductions  of  our 
overseas  presence. 

We  have  already  reduced  our  direct  hire  staff  more  than  any 
other  agency  save  one,  the  Office  of  Personnel  Management.  We 
have  reduced  our  direct  hire  staff  by  18  percent.  Our  entire  staff, 


including  foreign  service  nationals  and  PSCs,  has  gone  down  from 
11,500  when  we  started  to  8,700  now,  and  we  are  going  down  to 
below  8,000. 

So  whatever  you  may  be  told,  we  understand  the  realities.  I  don't 
always  like  the  realities.  I  feel  very  strongly,  this  is  an  important 
program,  for  reasons  that  I  will  explain  in  a  minute.  But  despite 
all  of  this,  I  think  our  people  have  taken  this  reasonably  well. 

Morale  can't  be  good  when  all  of  these  things  are  going  on,  but 
when  I  met  with  them  at  an  all-agency  meeting  just  a  few  weeks 
ago,  what  I  told  them  I  wanted  to  do  was  to  strive  and,  with  you, 
to  achieve  equilibrium  here. 

We  can't  keep  living  with  all  of  the  uncertainty.  We  need  to  get 
to  the  point  where  we  can  manage  in  a  more  predictable  environ- 
ment so  that  we  know  what  the  future  is  going  to  be.  If  it  means 
adopting  a  downward  glide  path — and  it  does,  based  on  the  budget 
projections  over  the  next  5  years — we  want  to  go  in  a  responsible 
way.  We  don't  want  to  have  to  announce  RIFs  every  year.  We  don't 
want  to  have  to  close  more  missions  because  we  are  at  the  point 
now,  if  we  close  more  missions,  we  will  really  hurt  our  national  in- 
terests, in  my  opinion. 

It  means  achieving  this  equilibrium,  preserving  the  vital  capacity 
that  we  have  to  do  this  work.  It  means  getting  through  a  year,  this 
year,  fiscal  year  1996,  when  we  have  lived  with  personnel  freezes, 
travel  freezes,  program  freezes,  and  procurement  freezes. 

And  we  have  tried  to  do  our  work  this  year  with  uncertainty, 
prior  to  the  appropriation  being  passed,  and  now  the  need  to  cut 
our  program  by  living  on  a  shoestring,  and  we  cannot  go  on  this 
way.  It  just  is  not  the  way  to  manage  any  enterprise.  And  I  do  ap- 
preciate your  understanding  of  that.  What  we  are  asking,  of  course, 
for  fiscal  year  1997  is  that  you  appropriate  sufficient  resources  for 
us  to  achieve  this  equilibrium  in  a  responsible  way. 

Let  me  talk  a  bit  about  the  fiscal  years  1996  and  1997  budgets 
and,  in  an  indirect  way,  address  some  of  the  issues  and  concerns 
that  you  have  raised  in  your  opening  statement. 

We  do  appreciate  very  much  the  difficulty  that  you  had  in  get- 
ting a  1996  budget  passed.  There  was  one  very  onerous  issue  that 
was  holding  ever3rthing  up  for  a  long  while,  and  I  am  pleased  that 
we  were  able  to  resolve  it.  It,  too,  has  caused  us  a  great  deal  of 
problems,  as  you  know. 

It  was  an  extraordinary  year.  We  came  out  of  the  year  with  both 
parties  saying  that  we  have  got  to  balance  the  budget,  and  that  is 
obviously  a  reason  for  the  kind  of  proposal  that  the  President  has 
made  to  this  committee  and  to  the  Congress. 

We  believe  that  we  have  demonstrated  a  willingness  to  work 
with  the  subcommittee  and  we  have  consulted  in  good  faith  over 
the  directives  that  we  have  received  in  your  report.  This  took  an 
awfully  long  time.  From  the  time  when  our  appropriation  was 
passed,  we  went  through  a  whole  list  of  directives,  and  we  talked 
to  the  staff.  We  had  three  or  four  meetings  with  the  staff,  and  it 
was  real  bargaining.  They  were  reflecting  your  views,  and  they 
were  reflecting  Senator  McConnell's  views.  We  all  understood  there 
was  a  lot  less  money  than  what  was  needed  to  fulfill  these  direc- 
tives. 
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I  think  that  one  of  the  great  contradictions  in  all  of  this  exercise 
is  that,  in  a  philosophical  sense,  both  you  and  we  understand  that 
the  priorities  for  what  we  are  doing  in  the  individual  countries  are 
best  set  by  the  field.  So  we  try,  when  we  put  forth  a  proposal  to 
you  and  when  we  try  to  justify  that  proposal,  to  build  our  budgets 
from  the  ground  up,  and  we  tell  our  field  missions,  "You  tell  us 
what  will  be  the  most  effective  thing  you  can  do  in  a  particular 
country  based  on  the  strategic  objectives  that  we  have  set  for  the 
agency." 

We  had  some  debate  in  1993  when  we  set  the  five  strategic  objec- 
tives for  the  agency,  but  they  reflected  what  the  Congress  has  been 
telling  us  as  well:  That  they  want  us  to  work  in  the  area  of  health 
and  population,  and  they  want  us  to  work  in  the  environment,  and 
promoting  democracy,  and  promoting  economic  growth,  and  of 
course  doing  humanitarian  assistance,  as  we  have  in  the  past. 

But  we  then  asked  the  people  in  the  field,  "How  do  you  achieve 
those  strategic  objectives?"  And  they  come  to  us  with  a  budget.  We 
in  turn  say,  "Okay,  you  have  got  a  budget,  but  we  know  that  the 
Congress  is  concerned  about  child  survival,  and  we  are  concerned 
about  certain  things  that  the  President  wants  to  get  done  as  well. 
It  isn't  just  the  Congress  imposing  earmarks  on  us,  it  is  we  saying 
to  them  you  have  to  spend  x  amount  on  microenterprise,  because 
that  is  an  important  thing,  and  the  Congress  likes  it,  and  we  like 
it." 

So  it  is  this  combination  of  the  ground-based  budget  being  pre- 
sented to  us  and  then  us  imposing  things  in  return. 

You  are  well  aware  of  what  we  have  gone  through  in  fiscal  year 
1996.  Ms.  Pelosi  has  also  mentioned  it.  It  is  about  an  $800  million 
cut  in  all  of  our  accounts.  It  has  been  the  most  difficult  year  to  fig- 
ure out  where  we  stand,  and  only  2  weeks  ago  we  finished  that 
process,  after  consulting  with  the  staff"  on  directives. 

We  have  now  given  all  of  our  bureaus  our  annual  budget  for  96, 
our  OYB,  2  weeks  ago.  What  they  are  trying  to  absorb  is  that  we 
have  agreed  with  the  Congress  that  we  are  going  to  fulfill  these  di- 
rectives because  this  is  what  the  negotiation  produced.  Some  of  the 
money  is  not  yet  directed,  but  you  are  going  to  have  to  go  back  in 
the  field  to  analyzing  what  it  is  you  said  you  wanted  to  do  with 
the  original  request  based  on  the  fact  that  you  are  going  to  get  a 
lot  less  money  to  do  it.  So  now  tell  us  what  you  really  think  you 
have  got  to  do  with  that  money  that  might  be  a  little  more  discre- 
tionary than  the  money  we  imposed  on  them  in  the  directives. 

It  is  a  complicated  process,  but  if  we  are  going  tx)  produce  an  ef- 
fective result,  then  we  have  to  go  through  that  process.  And  I  think 
that  when  requests  are  made  for  specific  information  in  this  period 
of  time  and  we  are  not  able  to  produce  it,  that  is  part  of  the  reason 
for  this  problem.  But  we  are  working  on  it,  and  it  is  a  matter  of 
our  being  able  to  earn  your  trust.  That  is  what  I  have  always  con- 
sidered to  be  the  relationship  with  Congress.  We  want  to  earn  that 
trust,  and  we  want  to  keep  working  with  you  on  the  issues  in  order 
to  do  it. 

Let  me  say  a  couple  of  words  about  the  fiscal  year  1997  budget. 
It  is  clearly  a  bare  bones  budget.  Perhaps  you  are  reading  my  mind 
when  you  say  I  am  not  happy  with  what  the  President  has  re- 
quested, but  I  am  not  unhappy  with  what  the  President  has  re- 


quested.  He  has  asked  for  some  modest  increases  in  some  areas 
and  none  in  others. 

What  0MB  has  done  is  to  look  at  the  realities  of  the  agreement 
between  both  parties  that  we  have  got  to  balance  the  budget,  look 
at  the  realities  of  what  the  Congress  gave  us  in  1996,  and  they  are 
saying,  "Don't  tell  us  you  want  more  because  you  can't  get  more  out 
of  the  Congress." 

So  I  don't  think  it  serves  any  purpose  to  blame  anyone,  Congress 
or  the  0MB.  We  are  just  faced  with  realities  here.  We  cannot  do 
as  much  as  we  once  did,  and  we  have  got  to  try  to  get  to  that  point 
where  we  understand  what  our  capacity  is  to  lead  in  the  develop- 
ment field  around  the  world  and  what  our  international  interests 
are,  and  then  go  on  from  there. 

I  think  that  we  have  given  you,  despite  the  problems  I  have  men- 
tioned, a  good  deal  of  detail  about  the  1997  budget.  We  are  pre- 
pared to  give  you  a  lot  more  detail. 

As  I  mentioned  to  you  in  a  private  conversation  we  had  a  few 
weeks  ago,  we  have  got  to  get  this  exercise  with  the  State  Depart- 
ment sorted  out  so  we  know  exactly  where  we  are  going  to  be  over 
the  next  5  years,  and  then  the  rest  of  the  details  will  be  forthcom- 
ing, and  it  certainly  will  be  forthcoming  in  a  timely  manner  for 
you.  We  don't  want  you  to  hesitate  here.  We  want  you  to  pass  this 
as  early  in  the  year  as  you  can.  So  we  are  going  to  try  to  get  all 
that  information  to  you  as  early  as  possible. 

A  few  words  about  why  I  consider  this  AID  program  that  we  are 
requesting  to  be  very  much  in  our  national  interests.  The  first  and 
most  important  issue  that  I  think  we  all  ought  to  be  considering 
in  real,  practical  terms  is  the  need  for  the  United  States  to  be  com- 
petitive within  the  global  economy.  We  cannot  leave  the  field  to 
others. 

Just  yesterday  I  met  with  the  German  Minister  for  Cooperation, 
and  I  told  him  that  26  percent  of  the  American  economy  is  now  tied 
into  the  global  economy;  it  is  basically  trade.  Sixteen  percent  of 
that  is  imports,  and  10  percent  is  exports. 

He  said,  "That  is  amazing.  That  is  very  small,  26  percent."  I  said, 
"It  is  small,  but  it  has  doubled  in  the  last  decade,  and  our  economy 
wouldn't  be  where  it  is  today  if  we  hadn't  been  more  aggressive  in 
promoting  trade  and  getting  involved."  And  we  have  got  to,  in 
order  to  be  successful  in  doing  that,  we  have  got  to  expand  the 
world  marketplace. 

The  most  dynamic  area  for  growth  in  the  world  economy  is  in  the 
developing  world.  Four  out  of  five  people  are  going  to  live  there  by 
the  year  2000.  But  that  is  where  the  emerging  markets  are. 

Last  night  I  heard  the  former  German  finance  minister  explain 
the  German  economy  is  absolutely  static;  it  isn't  growing.  We  are 
not  going  to  be  able  to  increase  our  exports  to  Germany  or  Europe 
or  to  Japan,  but  we  are  going  to  be  able  to  increase  them  to  Indo- 
nesia and  Thailand  and  Botswana  and  places  where  there  is  real 
growth  going  on. 

And  that  is  the  result,  I  think,  of  investments  that  we  made  in 
foreign  aid  over  the  last  30  years  and  investments  that  we  have  to 
continue  to  make  if  we  are  going  to  compete.  When  we  help  coun- 
tries reform  their  economies,  they  owe  us  something.  We  make  the 
contacts  necessary. 
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When  we  tell  them  that  they  have  got  to  improve  their  environ- 
mental standards,  then  they  have  much  more  of  a  desire  to  look 
at  our  environmental  technology.  And  when  we  help  them  with 
their  agricultural  production,  they  look  at  our  agricultural  sector 
and  they  want  to  come  in  our  direction.  When  we  do  research  on 
agricultural  technology,  a  lot  of  that  is  a  direct  benefit  to  U.S. 
farmers. 

When  we  create  public-private  partnerships  like  the  Asian  Envi- 
ronmental Partnership  and  the  Latin  American  version  of  that,  the 
Latin  American  Environmental  Partnership,  we  are  telling  govern- 
ments that  they  have  got  to  improve  their  environmental  stand- 
ards, but  in  the  process  we  will  give  you  access  to  the  American 
private  sector.  We  feel  very  strongly  that  that  needs  to  be  done 
even  more.  There  is  a  great  deal  of  enthusiasm  for  that. 

I  met  yesterday  with  the  executive  directors  of  state  development 
and  trade  agencies,  and  every  single  state  in  this  country  is  des- 
perate to  get  more  foreign  trade,  and  we  are  an  avenue  for  that. 
Our  Center  for  Trade  and  Investment  Services  provides  more  infor- 
mation about  what  is  going  on  in  these  kinds  of  economies  than 
any  other  Government  agency. 

We  obviously  want  to  promote  democracy.  We  don't  spend  a  lot 
of  money  on  that.  We  are  asking  for  $142  million  in  this  year's 
budget  for  the  promotion  of  democracy.  But  it  is  a  foreign  policy 
goal  because  it  contributes  to  stability.  It  is  a  lot  easier,  as  we  all 
know,  to  work  with  other  governments  if  they  are  democratic.  And 
much  more  importantly,  from  my  perspective  as  the  head  of  a  de- 
velopment agency,  it  makes  our  development  programs  work  be- 
cause it  makes  governments  more  transparent  and  more  account- 
able to  their  own  people  and  enables  them  to  allow  their  people  to 
participate  in  the  development  process. 

We  are  asking  for  approximately  $290  million  for  environmental 
protection.  That  is  a  reduction  from  last  year.  We  believe  that  is 
important  for  the  following  reasons. 

We  spend  $150  billion  a  year  on  environmental  protection  in  our 
country — that  is  public,  private,  and  State,  and  Federal — just  to 
protect  ourselves  against  the  problems  of  environmental  deteriora- 
tion in  this  country,  and  yet  we  are  going  to  be  suffering  more  from 
the  effects  of  environmental  problems  from  overseas  by  the  year 
2015  than  we  do  from  the  problems  that  we  are  generating  here 
in  this  country. 

So  you  can  ask  anyone,  including  my  late  father  who  had  skin 
cancer,  why  it  is  essential  for  us  to  help  improve  these  environ- 
mental standards,  and  they  will  tell  you.  I  don't  think  it  is  politi- 
cally harmful  to  anyone  to  say  that  we  have  got  to  invest  a  little 
bit  of  our  taxpayers'  money  in  protecting  them  against  environ- 
mental problems  from  abroad. 

In  addition  to  that,  there  is  the  benefit  of  that  $400  billion  a  year 
environmental  technology  market  that  is  out  there,  and  we  need  to 
get  out  there  and  compete  with  the  Japanese  and  the  Grermans  for 
that  market. 

In  the  area  of  population  and  health,  we  are  asking  for  $765  mil- 
lion. And  you  know  that  I  don't  oppose  your  child  survival  initia- 
tive; I  think  it  is  extremely  important. 
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There  are  certain  rules  of  the  game  when  you  are  in  the  execu- 
tive branch.  We  Hke  to  have  as  few  accounts  and  as  few  earmarks 
as  we  possibly  can  have,  to  have  more  flexibility  to  manage,  but  we 
also  understand  what  the  realities  are  and  do  appreciate  very 
much  the  flexibility  you  have  shown,  because  if  we  narrow  child 
survival  to  the  point  where  we  are  only  helping  people,  children, 
from  the  age  of  birth  to  3,  with  the  6  inoculations  that  they  need 
to  avoid  childhood  diseases,  and  we  don't  look  at  those  children  in 
terms  of  their  food  security,  in  terms  of  their  ability  to  survive 
other  problems  that  they  might  have  after  the  age  of  3,  then  we 
are  not  looking  at  child  survival  in  a  holistic  way. 

You  have  encouraged  us  to  do  that,  and  we  very  much  appreciate 
that.  So  we  don't  have  real  philosophical  differences  on  that  ques- 
tion. We  may  have  some  in  the  area  of  population.  But  I  can  tell 
you  that  when  the  American  people  hear  the  problems  that  we  are 
going  to  be  facing  in  the  world  as  a  result  of  population  growth 
that  is  going  unstaunched,  they  become  concerned. 

We  are  adding  90  million  people  a  year  to  the  face  of  the  globe, 
nearly  a  billion  a  decade,  and  if  we  don't  stabilize  population 
growth  we  are  going  to  be  in  real  trouble.  There  are  42  million  peo- 
ple that  are  now  in  refugee  status  who  are  displaced;  that  is  cost- 
ing us,  the  American  taxpayers,  because  of  our  humanitarian  val- 
ues, a  lot  of  money  every  year. 

I  just  returned  from  Rwanda  and  Burundi,  where  we  are  spend- 
ing a  million  dollars  a  day  as  an  international  community,  not  just 
the  United  States,  to  feed  refugees  from  Rwanda  and  Burundi. 

We  have  to  deal  with  the  new  and  reemerging  diseases.  We  have 
had  cases  of  malaria,  and  even  the  Ebola  virus  and  many  cases  of 
dengue  fever  in  the  southwest.  Tuberculosis  has  returned,  and  of 
course  we  have  the  major  problem  of  AIDS.  If  we  don't  spend  some 
money  overseas  to  try  to  deal  with  these  problems  before  they  come 
here,  we  are  going  to  end  up  spending  the  money  here  anyway. 

So  I  think  when  we  talk  about  these  issues  to  the  American  peo- 
ple in  practical  terms — and  as  I  have  said  to  this  committee  before, 
I  always  use  my  own  mother  as  the  litmus  test  for  whether  or  not 
I  can  succeed,  because  she  didn't  like  foreign  aid  very  much  when 
I  got  this  job  and  wondered  why  I  took  it. 

But  you  have  got  to  be  able  to  talk  to  people  in  those  terms  about 
what  it  is  that  we  do  with  our  foreign  aid  budget.  It  is  an  invest- 
ment. It  is  an  investment  in  our  economic  future,  it  is  an  invest- 
ment in  our  protection  against  problems  that  face  us,  and  I  believe 
that  when  the  American  people  understand  how  much  we  actually 
spend  on  foreign  aid,  they  tend  to  support  it.  When  they  know  that 
we  spend  about  a  half  a  percent  of  our  national  budget  over  80  per- 
cent support  it. 

So  I  know  that  this  committee,  as  it  has  in  the  past,  will  do  the 
right  thing.  I  understand  the  constraints  that  you  face.  We  also 
want  to  try  to  balance  the  budget,  but  we  cannot  balance  the  budg- 
et by  just  cutting  discretionary  Government  programs.  We  also 
have  to  make  sense  of  the  investments  that  we  make  so  that  we 
will  see  increased  revenues  coming  into  our  budget  in  the  future 
so  that  we  will  be  able  to  balance  it.  I  believe  that  an  investment 
in  the  global  economy  through  programs  like  those  supported  by 
USAID  are  really  the  kinds  of  things  that  we  ought  to  be  doing. 
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We  cannot  just  spend  money  internationally  on  defense.  That  is 
important,  obviously.  But  if  we  become  the  world's  policeman  and 
we  allow  the  Japanese,  the  French,  the  Germans,  the  Danes,  to 
spend  so  much  more  money  than  we  do  on  foreign  aid  and  get  out 
there  and  compete  for  these  markets,  we  are  going  to  be  dead  in 
the  water  in  10  years.  We  will  still  sit  there  providing  a  security 
umbrella  for  all  of  these  countries  while  they  pick  our  pockets 
around  the  world.  That  is  the  argument  I  make. 

I  do  appreciate  the  support  we  get  here.  I  wish  that  I  had  a  larg- 
er congressional  audience  on  occasion  in  order  to  make  this  case, 
because  I  think  if  people  listened,  I  think  that  they  would  support 
our  budget. 

Thank  you,  Mr.  Chairman. 

[The  information  follows:] 
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Statement  of  J.  Brian  Atwood 

Administrator 

U.S.  Agency  for  International  Development 

House  Committee  on  Appropriations 
Subconmiittee  on  Foreign  Operations,  Export  Financing  and  Related  Programs 

April  24,  1996 


Mr.  Chairman  and  members  of  the  Committee: 

I  want  to  thank  you  and  the  Committee  for  giving  me  the  opportunity  to  appear 
today  and  discuss  the  budget  request  of  the  U.S.  Agency  for  International 
Development  for  Fiscal  Year  1997.   At  the  outset,  I  want  to  say  how  much  I 
appreciate  your  efforts  and  the  efforts  of  your  colleagues  during  the  difficult  budget 
negotiations  this  past  year.   As  a  former  Senate  staffer  and  as  a  former  Assistant 
Secretary  of  State  for  Legislative  Affairs,  I  fervently  believe  in  the  partnership 
between  the  legislative  and  executive  branches.   Shared  responsibility  is  indispensable 
to  effective  foreign  policy. 

As  you  know,  I  am  conveying  to  you  an  overview  of  our  programs  for  Fiscal 
Year  1997,  as  well  as  separate  discussions  of  our  regional  and  global  programs,  our 
humanitarian  relief  work,  and  our  initiatives  for  the  coming  year.   I  believe  this 
document  will  provide  the  Committee  with  a  thorough  assessment  of  our  work  and  our 
plans;  it  will  dovetail  with  the  coimtry  reports  that  follow. 


Recent  Cuts  Mean  Real  Pain 

Mr.  Chairman,  USAID  can  no  longer  "do  more  with  less."  USAID  will  enter 
Fiscal  Year  1997  still  adjusting  to  the  severe  cuts  imposed  during  Fiscal  Year  19%. 
These  cuts  have  had  a  significant  impact  on  our  program.   In  FY  1996  alone. 
Development  Assistance  was  cut  23. 1  %  from  the  year  before.   Support  for  Eastern 
Exu-opean  Democracy  was  cut  9.7%;  aid  to  the  New  Independent  States  of  the  Former 
Soviet  Union  was  cut  24.6%;  P.L.  480  Titles  II  and  III  were  cut  7.2%.   In  dollar 
terms,  these  cuts  totaled  $807,000,000. 

Moreover,  we  have  been  struggling  to  meet  the  limit  imposed  in  FY  19%  on 
our  operating  expenses,  of  $465,000,000,  plus  $25,000,000  from  other  programs.   In 
FY  1997,  federal  pay  raises  and  the  impact  of  inflation  overseas  and  at  headquarters 
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will  add  some  $24,300,000  to  the  Agency's  costs,  while  our  available  trust  funds  and 
prior  year  cairyover  funds  will  decline  by  $34,500,000. 

We  have  taken  substantial  steps  to  close  this  gap,  including: 

•  Maintaining  a  hiring  freeze  since  last  year; 

•  Obtaining  "early  out"  authority  from  Office  of  Personnel  Management  to 
encourage  voluntary  retirements; 

•  Achieving  significant  reductions  in  travel  and  other  headquarters  costs;  and 

•  Expediting  the  closing  of  posts  overseas. 

We  also  have  streamlined  our  operations  and  sought  \yays  to  save  costs  in 
everything  we  do.   The  Agency  has  been,  and  continues  to  be,  one  of  the  leaders  in 
the  Vice  President's  efforts  to  reinvent  government  through  the  National  Performance 
Review.   US  AID  has  already  reduced  its  direct  hire  staff  by  a  higher  percentage  than 
any  other  government  agency,  save  one;  combined  administrative  functions  with  other 
government  agencies  to  achieve  $7,000,000  in  cost  savings  over  five  years;  reduced 
project  design  time  by  75  percent;  cut  regulations  by  55  percent;  developed  a  new 
electronic  acquisition  and  prociirement  planning  system  that  replaced  separate  systems 
in  each  of  USAID's  bureaus  and  overseas  missions  and  eliminated  paperwork 
measurable  in  tons;  and  cut  competitive  contract  award  time  by  over  50  percent. 

The  savings  we  have  achieved  are  real;  we  have  not  shuffled  accounts  or 
engaged  in  creative  bookkeeping.   Quite  the  contrary:  our  cuts  have  been  aimed  at 
generating  measurable  savings  in  operating  expenses.   To  this  end,  we  have  now 
closed  15  missions;  another  8  will  be  closed  this  year.   In  many  instances,  the 
closures  represented  graduations  after  successful  development  programs.   In  others, 
we  left  because  national  governments  were  not  committed  to  genuine  development  and 
because  we  were  denied  the  opportunity  to  work  in  partnership  with  local 
communities.   Planned  closures,  totalling  27  in  all,  do  not  include  the  additional 
missions  that  will  be  closed  as  a  result  of  the  negotiations  that  are  now  underway  with 
the  State  Department. 

Closing  missions  is  a  finite  exercise.   Past  a  certain  point,  it  is  inherently 
contradictory  for  a  nation  that  has  economic  and  political  interests  throughout  the 
world  and  for  an  agency  that  has  been  the  world's  leader  in  development. 
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USAID  remains  committed  to  making  our  operations  more  efficient  and  to 
eliminating  waste  and  duplication.   Streamlining  saves  money  now  and  over  time.   Yet 
despite  these  savings,  and  despite  new  savings  that  continue  to  accrue  as  our 
operations  are  re-engineered,  the  time  has  come  to  stabilize  the  Agency  and  bring 
personnel  levels  in  line  with  funding.   The  measures  we  have  undertaken  simply  will 
not  produce  all  the  savings  we  require  to  live  within  our  means.   I  have  reluctantly  but 
inescapably  concluded  that  a  Reduction  In  Force  is  now  unavoidable. 

In  an  All  Agency  meeting  on  April  11,1  announced  that  despite  our  best 
efforts,  the  agency  would  be  forced  to  resort  to  a  RIF  beginning  in  June  of  this  year. 
I  have  always  said  that  RIFs  are  absolutely  the  last  option  for  solving  our  operating 
expense  problem.   Indeed,  I  have  been  asked  many  times  by  Congress  how  our 
agency  managed  to  reduce  staff  levels  without  resorting  to  a  RIF.   We  have  managed 
thus  far  because  of  extraordinary  efforts  to  reduce  costs,  but  that  approach  has  reached 
its  limit. 

At  this  point,  barring  other  factors,  we  hope  to  limit  this  REF  to  10  percent  or 
less  of  our  direct  hire  work  force.   I  sincerely  hope  this  number  will  not  increase.   I 
promised  during  the  All  Agency  meeting  —  and  I  will  repeat  it  here  —  that  it  is  my 
intention  that  all  USAID  personnel  affected  by  the  RIF  will  have  at  their  disposal  the 
best  outplacement  services  in  the  U.S.  Govenmient. 

Mr.  Chairman,  I  want  to  point  out  that  each  time  USAID  has  been  called  upon 
to  respond  to  a  foreign  policy  priority,  we  have  met  the  challenge.  Beginning  in  the 
early  1990s,  we  added  new  responsibilities  overseas  to  our  traditional  portfolio.   We 
opened  entirely  new  programs  in  Central  and  Eastern  Europe  and  the  former  Soviet 
Union.   Just  recendy,  in  areas  as  diverse  as  Bosnia,  Haiti,  and  the  West  Bank  and 
Gaza,  we  again  accepted  new  responsibilities  that  contributed  measurably  to  the  cause 
of  peace. 

In  some  instances,  we  have  been  appropriated  increased  resources  to  handle 
diese  new  responsibilities.   But  in  other  cases,  we  have  shifted  resources  and  made 
funds  and  expertise  do  double  duty.   The  people  of  USAID  certainly  have  shouldered 
additional  duties  and  worked  longer  hours,  as  jobs  have  expanded  without  a  fully 
commensurate  increase  in  technical  support,  staff,  or  operating  expenses. 

USAID 's  decision  in  1993  to  close  more  than  20  posts  aligned  our  programs 
with  the  resources  available  at  the  time.   We  also  were  conscious  of  the  need  to 
concentrate  our  efforts  in  those  areas  where  we  could  make  a  difference.  But  current 
budget  realities  mean  that  these  adjustments,  while  painful,  are  simply  not  enough. 
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USAID  now  must  make  adjustments  to  find  a  new  equilibrium  between  resources  and 
programs. 

We  thus  will  close. additional  posts  over  the  next  several  years;  a  significant 
number  of  these  closings  must  occur  by  the  end  of  FY  1997  to  capture  the  savings 
needed.   We  expect  that  about  ten  additional  posts  will  have  to  be  closed  by  the  end  of 
FY  1997  to  reach  this  new  equilibrium. 

In  addition,  we  expect  to  accelerate  plans  to  phase  out  programs  in  more 
advanced  developing  countries.   Thus,  we  will  graduate  about  five  USAID  recipients 
by  2000  and  about  another  five  by  2005.   Over  and  above  these  graduates,  USAID 
expects  that  by  2000,  it  will  have  -achieved  the  foreign  policy  goals  of  supporting  the 
economic  and  democratic  transitions  in  Central  and  Eastern  Europe  and  in  the  new 
independent  states  of  the  former  Soviet  Union. 

USAID  will  not  disengage  precipitately  from  any  place  where  it  works.   It  will 
utilize  rational  graduation  and  exit  strategies  to  preserve  assets,  reinforce  instimtions, 
and  permit  development  accomplishments  to  act  as  bridges  to  greater  self-reliance  by 
host  nations.   USAID  believes  that  even  without  a  local  presence,  a  network  of 
cooperative  relationships  will  remain  in  place,  providing  a  steady,  two-way  flow  of 
ideas,  innovations,  and  information.   Wherever  possible,  USAID  will  utilize  regional 
approaches  to  eliminate  duplication  and  provide  services  to  multiple  customers  from  a 
single  base. 

In  most  instances,  USAID  will  be  able  to  downsize  its  presence  as  a  result  of 
successful  assistance  efforts.   A  number  of  graduating  countries  are  already  emerging 
as  new  trade  and  investment  parmers,  and  in  its  graduation  and  exit  strategies,  USAID 
will  focus  on  ways  to  support  and  accelerate  this  transformation. 

In  making  its  exit  decisions,  USAID  has  taken  into  account  the  severity  of 
need,  the  country's  level  of  development,  the  quality  of  partnership,  and  the  prospects 
for  sustainable  development.   It  has  also  taken  into  accoimt  whether  coimtries  were 
critical  to  regional  or  global  problems  such  as  unsustainable  population  growth,  the 
spread  of  HIV/ AIDS,  the  loss  of  biodiversity,  and  global  climate  change.   Finally,  in 
making  its  decisions,  USAID  has  taken  special  factors  into  account,  such  as  local  or 
regional  instability,  special  foreign  policy  priorities,  and  particular  concerns  of  the 
American  public. 

The  impact  of  diminished  appropriation  hardly  ends  with  closed  missions  and  a 
reduced  workforce.   The  impact  of  the  FY  1996  figures  will  be  felt  on  every  continent 
where  we  work  and  in  every  one  of  our  endeavors.   It  is  curious,  Mr.  Chairman:  Ask 
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Americans  if  they  favor  foreign  aid  and  you  know  the  answer  you'll  get.   But  ask 
them  if  they  are  concerned  about  the  specific  problems  targeted  by  foreign  aid  ~ 
population  growth,  environmental  damage,  threats  to  democracy  ~  and  according  to 
any  poll,  clear  majorities  will  say  yes.   Polls  also  show  that  voters  want  far  more 
spent  on  specific  aid  activities  than  is  presently  appropriated.   Yet  the  FY  1996 
appropriations  will  measurably  diminish  our  ability  to  work  in  each  of  these  specific 
areas. 

Let  me  list  just  a  few  examples: 

•  Environment:   US  AID  programs  support  the  direct  protection  of 
approximately  22,000,000  hectares  of  tropical  forests  and  odier  critical  habitats 
worldwide  ~  habitat  for  some  of  the  most  threatened  plant  and  animal  species 
remaining  in  the  wild.   At  current  project  spending  levels,  critical  habitat  in  coimtries 
such  as  Brazil,  Indonesia,  and  Madagascar  which  would  otherwise  be  protected  will  be 
in  danger  of  loss.   The  potential  cost  would  be  measured  in  the  extinction  of  plants 
and  animals  that  could  provide  medicines,  materials,  and  foods,  and  in  a  spiritual  loss 
to  our  descendants  who  would  be  deprived  of  these  unique  environments. 

•  Population:   The  net  result  of  the  restrictive  provisions  contained  in  the  FY 
1996  bill  will  reduce  funding  for  population  activities  this  year  from  $547,000,000  to 
$356,000,000,  of  which,  only  $71,000,000  will  be  available  at  the  end  of  FY  1996. 
A  USAID-funded  program  in  Brazil  (BEMFAM)  estimates  that  250,000  couples  will 
lose  access  to  family  planning  and  related  health  care  services  in  the  poor  northeastern 
region  of  the  country.   In  Peru,  200,000  couples  will  lose  access  to  family  planning, 
and  an  HTV/STD  screening  program  will  have  to  be  terminated.   Independent  external 
groups  have  estimated  that  as  a  result  of  these  FY  1996  cuts  and  restrictions,  seven 
million  couples  in  developing  countries  who  would  have  used  modem  contraceptive 
methods  will  be  left  without  access  to  these  methods.   As  a  result,  4,000,000  more 
women  will  experience  unintended  pregnancies,  leading  in  turn  to  1,900,000  more 
ui^laimed  births,  1,600,000  more  abortions,  and  8,000  more  deaths  of  women  in 
pregnancy  and  childbirth. 

•  Health:  The  HIV/AIDS  epidemic  is  just  emerging  in  Asia,  but  our  ability  to 
support  measures  that  could  reduce  the  spread  of  HIV  infection  will  be  diminished.   In 
Africa,  our  education  and  field  control  programs  have  measurably  reduced  the 
incidence  of  infection.   But  reduced  appropriations  will  mean  an  increase  in  infant 
mortality  in  Africa  in  the  next  three  years  as  a  result  of  HTV/AIDS. 

•  Democracy:  We  are  already  unable  to  meet  the  demand  for  democracy 
programs  and  our  ability  to  respond  to  new  opportunities  to  strengthen  democratic 
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institutions  will  be  limited.   We  will  be  unable  to  help  NGOs  devoted  to  strengthening 
the  rule  of  law  in  Indonesia's  nascent  civil  society.   In  the  Philippines,  we  will  be 
unable  to  carry  out  planned  initiatives  to  help  local  governments  operate  more 
effectively  and  responsively.   We  have  already  had  to  reduce  funding  for  key 
democratic  governance  activities  in  Kenya,  Zimbabwe,  and  Madagascar.   The  impact 
of  cutbacks  ultimately  will  be  measured  in  these  terms:  societies  that  are  more 
repressive,  institutions  that  are  less  responsive,  and  nations  that  are  closer  to  conflict 
and  failure  than  they  might  have  been. 

•  Broad-based  Economic  Growth:  We  will  have  to  cut  funding  for 
agricultural  development  and  small  and  microenterprises  which  are  critical  to  creating 
employment  and  income,  breaking  the  cycle  of  poverty  in  Afiica  and  Latin  America, 
and  preventing  fiimre  crises.   These  programs  help  developing  countries  sustain 
previous  investments  that  are  now  bearing  fruit.   Programs  affected  will  include  food 
crops,  agriculmral  income,  enterprise  development,  natural  resource  management, 
market  liberalization,  employment  creation,  and  privatization  and  agricultural  reform. 

•  U.S.  Trade:  Thanks  to  development  investments,  American  trade  with  the 
nations  of  Central  and  South  America  has  grown  explosively.   But  our  efforts  to 
promote  the  further  expansion  of  U.S.  trade  with  the  Latin  America  and  the  Caribbean 
region  will  be  decimated  under  FY  1996  budget  levels,  leaving  us  ill-prepared  to 
respond  to  initiatives  aimed  at  expanding  free  trade  within  the  hemisphere.   Programs 
to  train  foreign  business  owners  about  U.S.  technology,  including  high  value  energy- 
efficient  machinery  and  environmentally  friendly  equipment,  will  have  to  be 
discontinued.   These  cutbacks  ultimately  will  cost  the  U.S.  exports  and  jobs. 


The  FY  1997  Budget  Request 

Every  dollar  requested  for  Fiscal  Year  1997  is  essential  to  maintaining  a 
disciplined,  efficient,  modem,  responsive  foreign  assistance  program.   The  fat  is  long 
gone.   Any  cuts  from  the  budget  request  will  not  simply  cut  into  muscle;  they  will 
dismember  USAID  and  permanently  diminish  our  capability  to  act. 

Mr.  Chairman,  the  U.S.  Agency  for  International  Development  is  not  a  faceless 
bureaucracy  ripe  for  the  trimming.   We  are  a  unique  concentration  of  talent  that  this 
nation  needs  and  on  which  other  nations  rely. 

We  are  an  assembly  of  the  most  experienced  and  highly  trained  development 
experts  in  the  world. 
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We  are  the  linchpin  of  agricultural  research  that  spawned  the  Green  Revolution. 
We  are  a  resource  for  medical  research  that  saves  thousands  of  children  each 


day. 


The  people  of  USAID  are  relief  workers  who  know  how  to  get  food  to  refugee 
camps  that  are  days  away  from  the  nearest  road.   The  people  of  USAID  are 
environmental  engineers  who  know  how  to  clean  up  the  blackened  villages  of  Eastern 
Europe.   The  people  of  USAID  are  economists  who  know  how  to  help  poor  women 
liberate  themselves  with  only  a  small  loan  and  a  village  bank. 

These  skills  must  be  safeguarded  and  nurtured.   They  cannot  be  mmed  on  and 
off  like  water  from  a  faucet.   Once  dissipated,  they  cannot  be  conjured  out  of  thin  air, 
no  matter  how  pressing  the  need.   And  die  capacity  to  deliver  foreign  aid  involves 
more  than  individuals.   It  also  involves  the  intangibles  of  skilled  people  operating  as  a 
group.   If  you  target  foreign  aid,  you  also  target  experience  and  institutional  memory 
and  the  cohesion  of  a  shared  mission. 

Any  further  cuts  will  rob  the  United  States  of  the  ability  to  utilize  the  skills  and 
experience  of  the  people  ~  our  people  ~  who  possess  these  critical  skills.   I  would 
implore  the  Committee  not  to  take  any  action  that  diminishes  our  capacity. 

How  do  we  propose  to  operate  at  current  budget  levels?  Effectively,  Mr. 
Chairman.   If  given  a  stable  base,  USAID  can  continue  to  advance  the  national 
security  of  our  nation.   Of  this  I  am  certain. 

Even  though  resources  are  limited,  the  Agency  will  continue  to  promote 
development  where  the  need  is  greatest  and  where  citizens  and  governments  are 
willing  to  make  the  hard  choices  that  development  can  entail.   In  the  more 
impoverished  countries  where  many  of  the  conditions  for  sustainable  development  are 
not  yet  in  place,  USAID  will  continue  to  support  integrated  development  programs 
with  significant  resources  and  with  its  missions  in  the  field.   Our  work  here  is 
intended  both  to  help  societies  and  people  grow  and  prosper  in  the  long  term  and 
prevent  crises  in  the  short  term. 

In  covmtries  where  USAID  maintains  full  scale  missions,  we  will  pursue  our 
objectives  in  population  and  health,  environment,  democracy  and  important  aspects  of 
economic  growth  (such  as  microenterprise.  agriculture,  basic  education,  and  reforms 
that  support  the  private  sector).   We  will  focus  on  those  priority  activities  where  we 
have  the  most  experience  and  can  be  the  most  effective. 
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In  countries  in  transition  ~  either  from  conflict  or  non-democratic  rule  ~ 
USAID  will  continue  to  work  to  strengthen  institutions  of  democracy  and  free 
markets.   We  will  maintain  missions  in  these  countries  for  the  transition  period  or 
until  we  feel  that  stability  has  returned. 

In  much  of  the  world  -  especially  in  Asia  and  Latin  America  ~  the  most  basic 
challenge  now  is  how  to  build  on  our  successes.   Many  of  these  nations  are  poised  to 
become  manufacturers,  exporters,  and  large-scale  purchasers  of  American  goods.   It  is 
our  task  to  help  these  nations  graduate  from  the  need  for  foreign  assistance  and 
become  ftill  members  of  the  global  economy.   In  these  nations,  we  will  work  to 
facilitate  trade  and  investment  and  use  our  programs  to  better  link  the  recipient 
country's  economy  to  global  trade  and  investment  flows. 

To  advance  this  objective,  we  wUl  combine  existing  resources  in  our  Global 
Bureau's  Economic  Growth  Center  and  establish  an  Office  of  Emerging  Markets. 
This  office  will  bring  together  technical  capacity  to  strengthen  capital  markets,  provide 
expertise  on  legal  and  regulatory  reform,  and  help  create  an  enabling  environment  for 
trade  and  investment.   We  also  plan  to  strengthen  our  ties  with  other  agencies  of  the 
U.S.  Govermnent  responsible  for  trade  promotion. 

These  actions  will  enable  USAID  to  scale  back  its  presence  in  a  select  number 
of  countries  over  a  five-year  period,  and  eventually  to  phase  out  our  field  missions  in 
these  relatively  more  prosperous  countries.   We  would  expect,  as  in  the  past,  to 
receive  a  "development  dividend"  for  the  United  States  economy  as  graduated  foreign 
aid  recipients  build  on  our  investments  and  emerge  as  important  new  trading  partners. 


USAID  Over  The  Next  Five  Years 

As  a  result  of  projected  changes  in  its  budget  and  mission,  USAID  will  be 
configured  very  differently  in  five  years.   These  changes  are  not  inevitable,  but  we 
recognize  that  existing  resource  constraints  will  not  be  solved  in  the  short  run.   These 
resource  shortfalls  challenge  us  to  concentrate  resources  where  they  can  accomplish 
the  greatest  good. 

In  the  next  five  years,  the  number  of  full  scale  missions  will  decrease,  from  the 
current  43  to  approximately  30.   These  remaining  missions  will  be  located  in  key 
countries  important  to  U.S.  interests,  where  the  need  is  great,  and  specific, 
measurable  objectives  can  be  achieved.   We  will  pick  our  partners  carefiilly. 
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us  AID  will  have  the  institutional  capacity  to  mount  missions  in  10  transitional 
countries  at  any  one  time,  responding  to  paramount  foreign  policy  objectives.   Today, 
we  have  such  programs  in  Eastern  Europe,  the  former  Soviet  Union,  Bosnia,  South 
Africa,  Haiti,  and  Cambodia.   One  cannot  predict  where  the  next  transitional  crisis 
will  occur,  but  if  the  first  five  years  of  the  post-Cold  War  period  are  an  accurate 
guide,  we  know  the  U.S.  must  be  ready  with  the  tools  to  deal  with  the  types  of  ethnic, 
political,  or  regional  conflicts  that  can  quickly  threaten  our  security,  our  trade,  our 
borders,  and  even  the  health  of  our  citizens. 

In  an  additional  20  or  so  coimtries,  US  AID  will  maintain  the  capacity  to  target 
problems  ~  such  as  weak  governance,  environmental  degradation,  unsustainable 
population  growth,  or  the  spread  of  infectious  diseases  —  with  no  or  minimal 
additional  direct-hire  staff  in  the  field. 

All  these  changes  will  mean  that  from  the  start  of  the  Clinton  Administration 
until  the  year  2000,  USAID  will  have  been  radically  transformed.   We  started  in  1993 
with  programs  in  over  120  countries,  with  over  70  missions.   By  the  year  2000, 
USAID's  programs  will  be  targeted  on  approximately  75  countries,  with  no  more  than 
30  full  sustainable  development  missions. 

Mr.  Chairman,  I  still  believe  the  best  way  to  ensure  that  our  programs  achieve 
their  goals  is  with  an  on-the-ground  USAID  presence.   But  we  need  to  face  facts  ~ 
USAID  cannot  afford  to  maintain  missions  in  every  coimtry  that  needs  our  help,  nor 
can  we  disperse  our  personnel  so  widely  that  we  lack  the  critical  mass  needed  in  the 
missions  that  remain. 

In  five  years,  our  direct-hire  work  force  will  be  smaller  ~  both  in  Washington 
and  overseas.   We  have  cut  our  direct-hire  workforce  over  the  past  three  years  by  a 
higher  percentage  ~  19  percent  ~  than  all  but  one  other  Federal  agency,  liie  Office  of 
Personnel  Management.   Our  total  workforce  is  down  from  some  11,500  employees  in 
1993  to  just  over  8,700  today.   And  we  will  get  smaller  still  —  reaching  a  goal  of 
fewer  than  8,000  employees  (U.S.  and  foreign  nationals)  by  1998.   The  RIF  of  U.S. 
direct-hire  staff  announced  on  April  1 1  will  accomplish  part  of  this  reduction;  there 
will  also  be  cutbacks  of  Foreign  Service  National  Employees  (FSNs)  and  Personal 
Services  Contractors  (PSCs).   We  also  will  continue  to  reduce  staff  through 
retirements  and  attrition,  and  where  appropriate,  by  combining  positions. 

Wherever  it  operates,  USAID  will  continue  to  stress  people-to-people 
partnerships  that  link  everyday  Americans  with  their  counterparts  in  the  developing 
world.   Above  all,  what  USAID  provides  ~  and  will  continue  to  provide  ~  is 
expertise  and  experience  that  enables  nations  to  improve  their  institutions,  policies. 
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and  social  conditions.   To  accomplish  this  aim,  our  agency  uses  everything  from 
training,  to  technical  assistance,  to  credit  programs,  to  public-private  partnerships,  to 
research.   This  diverse  approach  is  cost-effective,  and  it  reinforces  investments  that 
pay  enormous  and  continuing  dividends. 

Wherever  USAID  is  engaged,  limited  resources  and  a  shrinking  field  presence 
demand  that  USAID  become  increasingly  collaborative.   We  must  continue  to  find 
ways  to  stretch  the  development  dollar  through  improved  donor  coordination,  by 
tapping  into  private  sector  capital  flows,  and  by  encouraging  networking  among  both 
governments  and  nongovernmental  organizations  to  advance  the  development  cause. 


U.S.  Leadership  in  the  21st  Century 

The  United  States  continues  to  play  a  unique  role  among  nations.   America's 
leadership  has  helped  to  shape  a  world  that  is  more  prosperous  and  more  peaceful. 
American  leadership  helped  secure  the  Green  Revolution,  wipe  out  polio  in  the 
Americas,  and  achieve  revolutionary  breakthroughs,  like  oral  rehydration  therapy,  that 
now  save  millions  of  lives.   America's  values  and  vision  inspired  the  emergence  of  a 
record  niunber  of  democracies  around  the  globe,  helped  nations  like  Haiti  and  South 
Africa  embrace  peaceful  change,  and  brought  humanitarian  assistance  to  the  innocent 
victims  of  war  and  namral  disaster. 

I  appeal  to  this  Committee  and  its  members  to  help  us  fight  to  preserve 
America's  international  leadership  in  the  vital  fields  of  development  and  humanitarian 
response.   I  appeal  to  you  to  preserve  our  nation's  capacity  to  utilize  a  range  of 
effective  responses  to  the  diverse  and  emerging  problems  that  characterize  our  world 
today. 

Mr.  Chairman,  I  would  conclude  my  remarks  today  with  a  plea  that  I  hope  that 
you  and  the  Committee  will  consider  seriously.   I  think  you  would  agree  that  recent 
cutbacks  in  foreign  assistance  have  been  made  almost  entirely  on  the  basis  of 
budgetary  considerations.   We  certainly  have  had  budget  debates,  yet  we  have  not  yet 
conducted  a  foreign  policy  debate,  a  debate  about  the  role  of  foreign  assistance  in  the 
post-Cold  War  era.   Such  a  debate  is  long  overdue;  it  is  essential  if  we  are  to  target 
our  spending  for  USAID  and  the  150  Account  in  general.   Such  a  debate  is  essential  if 
we  are  to  concentrate  our  resources  where  they  can  best  serve  the  interests  of  the 
United  States. 

The  delay  in  discussing  the  direction  of  foreign  policy  is  at  odds  with  past 
American  practice.   In  1948,  the  United  States  committed  itself  to  rebuilding  Europe 
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through  the  Marshall  Plan.   In  1%1,  the  United  States  established  both  the  U.S. 
Agency  for  International  Development  and  the  Peace  Corps,  and  committed  itself  to 
assisting  poor  nations  and  people  in  need.   In  both  instances,  there  was  extensive 
public  debate,  in  Congress  and  throughout  the  nation,  before  we  assumed  these 
responsibilities.   That  debate  continued  for  many  years;  it  reinforced  the  decisions  we 
reached  and  the  commitments  we  made. 

Does  it  make  sense  now  to  unshoulder  these  same  responsibilities  with  so  little 
discussion?  Does  it  make  sense  to  do  so  at  a  time  when  foreign  assistance,  at  less 
than  one-half  of  one  percent  of  the  federal  budget,  consumes  far  less  of  our  gross 
national  product  than  it  did  during  the  1950s  or  1960s? 

I  would  readily  concede  that  a  consensus  no  longer  exists  in  Washington  or  the 
United  States  about  what  foreign  aid  is  supposed  to  accomplish.   While  the  Cold  War 
raged,  there  was  a  general  understanding  that  foreign  assistance  was  a  necessary 
weapon  in  our  struggle  against  the  spread  of  totalitarianism.   The  end  of  the  Cold  War 
meant  the  end  of  the  traditional  rationale  for  foreign  aid. 

I  understand  that  no  agency  of  the  federal  government  can  be  exempt  from 
doing  its  part  to  help  balance  the  budget.   I  understand  that  appropriations  reflect  a 
political  will  to  act,  and  that  diminishing  appropriations  reflect  the  loss  of  consensus 
about  how  to  act.   But  the  argimients  for  the  continued  value  of  foreign  assistance  do 
exist  ~  indeed,  in  the  multi-polar  post  Cold  War  world,  I  beUeve  they  are  as 
persuasive  as  any  argument  offered  during  the  Cold  War,  possibly  more  so. 

Our  nation  has  an  obligation  to  consider  those  arguments,  certainly  before 
US  AID  has  been  irreparably  diminished.   I  fear  we  will  undermine  the  ability  of  our 
nation  to  project  its  interests  abroad  if  we  discard  a  tool  of  foreign  policy  before 
determining  if  we  still  need  it. 

I  and  other  members  of  the  Administration  have  not  been  shy  about  arguing  for 
an  expanded  role  for  foreign  assistance  in  our  diplomacy.   We  have  argued  that  the 
prospect  of  disorder  and  the  failure  of  nations  to  develop  is  a  legitimate  strategic 
threat  ~  possibly,  THE  strategic  threat  in  the  post-Cold  War  era.   It  is  a  strategic 
threat  because  it  endangers  our  economic  health  and  political  security.   It  is  a  strategic 
threat  because  it  threatens  our  future  markets  and  the  wellbeing  of  the  next  generation 
of  Americans. 

We  have  pointed  out  that  this  threat  is  rooted  in  persistent  problems  of 
development: 
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•  Persistent  repression  and  the  absence  of  democracy  and  the  rule  of  law; 

•  Unabating  poverty  and  the  absence  of  opportunities  for  broad-based 
economic  growth; 

•  Unsustainable  rates  of  population  growth  and  the  absence  of  needed  services 
for  basic  health,  including  family  planning; 

•  Environmental  damage  and  the  absence  of  institutions  and  policies  to 
encourage  conservation  and  cleanup;  and, 

•  The  after-effects  of  natural  disaster  and  civil  war  and  the  absence  of 
transitional  assistance  to  resettle  ex-combatants  and  refugees,  rebuild  institutions,  and 
restart  the  economy. 

We  have  pointed  out  that  development  problems  exacerbate  each  other: 
Expanding  populations  compete  for  scarce  land;  poverty  brings  desperation  and  a 
resort  to  violent,  anti-social  behavior,  perhaps  even  terrorism;  the  absence  of 
government  accountability  sustains  patterns  of  economic  mequity  and  is  the  driving 
force  for  social  conflict.   The  result  is  a  continuum  that  can  run  all  the  way  from 
social  disruption  to  the  collapse  of  nations. 

And  we  have  asserted  that  a  concerted  program  of  foreign  assistance  constitutes 
the  most  effective  response.  Such  a  program  targets  the  problems  of  development  and 
helps  local  citizens  create  institutions,  attitudes,  and  policies  that  liberate  their  creative 
energies  and  permit  them  to  be  full  participants  in  the  decisions  that  affect  their  lives. 

I  believe  our  prescription  is  gaining  adherents.   Interestingly,  some  of  the 
strongest  advocates  are  America's  military  leaders,  who  tmderstand  from  first  hand 
experience  what  armies  can  and  cannot  accomplish  in  states  divided  by  civil  conflict. 
They  also  understand  that  the  U.S.  military  should  not  be  the  tool  of  first  resort,  that 
the  most  effective  American  policy  is  one  that  can  employ  a  variety  of  responses.   Our 
military  leaders  also  know  that  the  American  people  have  neither  die  will  nor  the 
resources  to  support  an  endless  series  of  peacekeeping  operations.   They  understand 
that  foreign  assistance  is  an  investment  in  prevention. 

I  also  believe  that  our  prescription  is  gaining  adherents  because  of  the 
emergence  of  new  trading  partners  in  Asia  and  Latin  America.   These  onetime  aid 
recipients  demonstrate  that  investments  in  human  capital  pay  enormous,  continuing 
dividends.   For  instance,  our  annual  trade  with  Latin  America,  now  in  excess  of  $90 
billion,  is  three  times  the  total  of  all  the  aid  invested  there  over  thirty  years.   The 
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Asian  market  continues  to  grow  by  leaps  and  bounds  as  onetime  "basket  cases"  like 
Bangladesh  and  Indonesia  emerge  as  major  trading  partners.   The  same  pattern  is 
starting  to  emerge  in  Africa,  a  market  of  500  million  people. 

If  our  policy  prescription  is  correct  -  and  I  am  confident  it  is  ~  and  if  the 
feelings  of  frustration  and  opportunity  that  have  characterized  the  last  five  years  now 
militate  for  a  foreign  policy  that  can  seize  opportunities  and  prevent  conflict,  the  we  as 
a  nation  should  carefiiUy  consider  which  institutions  and  resources  can  best  advance 
such  a  policy.   I  daresay  that  US  AID  will  be  happy  to  take  our  chances  if  such  a 
debate  takes  place. 

In  conclusion,  Mr.  Chairman,  I  believe  that  the  FY  1997  request  is  the  absolute 
minimum  USAID  needs  to  responsibly  downsize  its  international  presence  and 
concentrate  its  remaining  resources.   The  request  is  an  integral  part  of  President 
Clinton's  plan  to  balance  the  budget  by  2002.   It  will  permit  USAID  to  continue 
making  a  valuable  contribution  to  the  interests  of  our  nation.   We  are  continuing  to 
move  forward  in  dramatically  transforming  the  agency;  but  any  cut  in  the  requested 
level  would  undermine  U.S.  influence  and  increase  the  possibility  that  future  crises 
could  be  met  only  with  a  military  response.   Such  cuts  would  serve  no  one's  interest. 

We  know  that  a  positive,  proactive  foreign  assistance  will  not  only  save  people 
from  misery  and  despair,  it  will  be  far  cheaper  for  the  United  States  than  reacting  to 
one  costly  crisis  after  another.   If  we  fail  to  address  today's  problems  and  pursue 
tomorrow's  prosperity,  we  will  have  failed  in  our  responsibility  to  this  generation  of 
Americans  and  the  generations  that  follow.   I  am  convinced  that  the  people  of  USAID 
have  much  yet  to  give  to  our  nation,  and  to  its  security,  and  to  its  wellbeing. 

Thank  you. 
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AUTHORIZATION 


Mr.  Callahan.  Well,  thank  you.  If  you  will  go  back  to  this  time 
last  year  when  the  chairman's  mark  was  presented,  almost  all  of 
the  problems  that  you  talked  about  were  not  included.  Neither  did 
the  committee  choose  to  involve  population  as  an  issue  that  this 
committee  has  any  responsibility  for.  You  know  that  is  outside  our 
jurisdiction.  This  was  done  on  the  Floor  of  the  House,  and  it  was 
just  beyond  our  control. 

I  am  pro-life,  and  I  certainly  support  that  philosophy.  But  at  the 
same  time,  this  is  not  the  bill  to  establish  that  type  of  policy.  This 
is  an  appropriation  bill. 

You  have  a  committee  of  responsibility  in  the  form  of  authoriza- 
tion, which  is  another  problem  we  have.  If  that  committee  passes 
something  through  the  House,  well,  then,  it  becomes  sort  of  an  un- 
written mandate  that  we  not  exceed  what  the  authorizing  commit- 
tees want.  So  we  have  our  hands  tied  to  some  extent.  I  have  had 
to  tell  them  that  we  are  not  going  to  accept  them  telling  us — put- 
ting floors  on  issues,  but  if  they  want  to  put  ceilings  on  issues  that 
is  their  prerogative. 

And  certainly  your  agency  is  a  lightning  rod  in  that  committee. 
Your  big  problem  lies  there.  So  we  have  to  obey  what  they  say, 
even  though  it  is  not  law.  We  have  to  respect  what  they  pass 
through  the  House. 

I  don't  know  if  they  are  going  to  have  an  authorization  bill  this 
year  or  not.  But  if  they  are  going  to  have  an  authorization  bill  and 
we  are  going  to  be  expected  to  abide  by  it,  they  had  better  hurry 
up,  because  we  are  going  to  mark  our  bill  up  in  the  next  2  or  3 
weeks. 

I  see  one  of  the  fine  staff  people  just  cam.e  in  and  maybe  he  will 
go  back  and  prepare  a  bill.  But  in  any  event,  that  is  another  prob- 
lem we  have  with  respect  to  trying  to  assist  you.  Most  of  your  prob- 
lems lie  there  and  on  the  Floor,  where  we  can't  control. 

If  the  Rules  Committee  gives  the  authorization  for  someone  to 
submit  an  amendment  and  a  majority  of  the  members  on  the  Floor 
of  the  House  adopt  that,  we,  naturally — this  is  a  democracy,  and 
you  have  to  accept  it. 

POPULATION 

I  don't  think  you  are  going  to  see  a  lot  of  instructions  or  argu- 
ment or  debate  over  population  control  in  our  markup.  Those  of 
you  who  are  interested  in  increasing  population  funding  and  those 
of  you  who  are  interested  in  decreasing  it  have  got  to  go  to  the  full 
House,  not  to  this  committee,  because  we  are  not  going  to  debate 
that  issue  in  this  committee  this  year. 

We  are  going  to  pass  our  bill  out  in  a  responsible  manner,  as  the 
Constitution  tells  us  we  should,  recognizing  that  we  must  respect 
some  of  the  wishes  of  the  authorizing  committee. 

CHILD  SURVIVAL 

On  child  survival,  Brian,  you  mentioned  the  age  1  through  3 
years  of  age.  I  don't  think  that  was  the  intent  of  Congress,  to  say 
children  only  ages  1,  2,  3.  It  was  the  intent  of  this  committee  and 
the  intent  of  this  Congress  for  child  survival  to  mean  any  children, 
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whether  they  be  teenagers  or  whatever.  We  wanted  to  emphasize 
that  we  were  not  going  to  tell  people  throughout  the  world,  and  the 
private  volunteer  organizations,  and  those  people  who  contribute  so 
much  towards  the  distribution  of  the  monies  available,  that  money 
would  not  be  available  for  polio  vaccines  or  any  other  type  of  vac- 
cines or  food,  that  these  child  survival  programs  are  intended  to 
cover  all  children. 

POPULATION 

I  will  vote  for  population  control  matters  with  respect  to  limiting 
the  funding.  But  that  is  a  personal  philosophy.  That  I  am  not  going 
to  change,  I  can't  change,  and  a  lot  of  Members  on  the  Floor  are 
not  going  to  change,  but  it  is  something  that  you  all  ought  to  be 
lobbying.  If  you  want  some  type  of  flexibility  there  in  population 
control,  you  better  go  to  the  Congress,  because  this  committee  is 
not  the  committee  of  jurisdiction. 

AID  FUNDING 

In  any  event,  on  child  survival,  together  with  disaster  assistance 
and  the  economic  support  fund,  $530  million  was  directed  towards 
these  activities,  including  $100  million  for  UNICEF  and  $300  mil- 
lion for  child  survival. 

As  I  mentioned  in  the  opening  statement,  it  is  disappointing  to 
me  that  the  administration  wants  to  ignore  that  language  to  pro- 
tect these  activities.  And  they  are  also  requesting  that  we  cut 
UNICEF  by  10  percent.  We  are  not  going  to  do  that.  We  might 
even  increase  it,  but  we  are  not  going  to  decrease  it. 

The  total  of  $300  million  for  child  survival  represents  an  increase 
of  $25  million  over  the  amount  identified  for  1995.  A  senior  official 
seems  to  think  this  is  too  much  and  too  little  all  at  the  same  time. 

The  agency  states  that  it  is  meeting  the  child  survival  and  dis- 
ease program  earmarks.  However,  funding  for  individual  programs 
the  Congress  has  identified  in  report  language  would  not  be  fully 
funded  under  the  proposed  operating  year  budget  of  AID. 

The  conference  report  recommended  that  $20  million  be  provided 
for  the  delivery  of  polio  vaccines  in  an  effort  to  quickly  eradicate 
this  disease.  The  agency  is  proposing  $17  million,  of  which  only  $7 
million  is  for  direct  purchase  and  delivery  of  polio  vaccines.  The 
conference  report  recommended  last  year's  level  for  AID  activities 
are  approximately  $118  million.  The  agency  is  proposing  $114  mil- 
lion. The  conference  report  recommended  $25  million  for  micro- 
nutrients,  such  as  vitamin  A  supplements  for  mothers  and  their 
children.  The  agency  is  proposing  $20  million.  At  the  same  time, 
AID  has  proposed  that  so-called  other  child  survival  programs 
would  be  funded  at  a  level  of  $179  million,  $43  million  over  the 
level  of  1995. 

CHILD  SURVIVAL 

What  are  these  other  child  survival  programs  that  are  more  im- 
portant than  the  ones  I  just  went  over  and  the  ones  that  we  in- 
structed you  in  report  language  to  allocate? 
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Do  these  allocations  mean  that  AID  is  prepared  to  increase  fund- 
ing only  for  the  programs  that  you  consider  a  priority  while  ignor- 
ing the  intention  of  Congress  and  this  committee? 

Is  the  increase  of  $43  million  in  other  child  survival  programs  an 
actual  increase  in  ongoing  programs  or  a  redefinition  of  other  pro- 
grams so  that  they  fit  under  the  child  survival  earmark? 

Let's  just  talk  for  a  few  minutes  about  your  views  on  these  ques- 
tions and  the  Child  Survival  Account. 

Mr.  Atwood.  Well,  Mr.  Chairman,  first,  we  are,  as  I  mentioned, 
going  through  that  process.  You  identified  $179  million.  That  is 
money  that  is  beyond  the  directives  that  you  also  mentioned.  We 
are  now  in  the  process  of  trying  to  find  out  what  can  be  spent  sen- 
sibly by  our  field  missions,  so  we  are  waiting  for  feedback  from 
them  on  those  issues.  We  obviously  will  fight  for  as  much  flexibility 
as  we  can  get,  because  we  want  our  child  survival  programs  to  be 
effective. 

First  of  all,  we  have  not  ignored  these  directives.  You  mentioned 
the  $17  million  for  polio.  Just  this  morning  we  sent  up  another 
chart  increasing  that  to  $20  million  because  we  know  that  is  of  con- 
cern to  you. 

POLIO  ERADICATION 

However,  there  is  the  issue  of  how  we  spend  that  money.  We  feel 
that  our  experts  did  a  good  job  in  this  hemisphere  of  eradicating 
polio  by  combining  it  in  a  very  cost-efficient  way  with  other  child 
survival  vaccinations  that  are  given  all  at  once.  I  mean  all  at  once 
in  terms  of  when  it  can  be  done  by  a  doctor  in  a  reasonable  fashion. 
We  eradicated  polio  in  that  way. 

We  can  spend  money  in  that  way  and  get  more  bang  for  our  buck 
rather  than  just  giving  money  to  an  organization  to  only  deal  with 
polio,  although  we  will,  in  the  case  of  the  Rotary,  be  generous,  I 
think,  in  dealing  with  them.  We  feel  we  have  a  good  partnership 
with  the  Rotary  International,  which  is  doing  a  good  job  on  polio 
eradication.  We  have  increased  that  amount  to  $20  million. 

In  our  discussions  we  get  tugged  and  pulled  a  bit  here  by  the 
Senate  and  the  House  and  the  authorizing  committees,  all  of  whom 
have  a  certain  vested  interest  in  a  particular  direction,  and  we  are 
trying  to  do  the  best  in  those  kinds  of  discussions  while  leaving 
ourselves  a  little  bit  of  flexibility  to  allow  our  professional  experts 
how  best  to  get  the  job  done  that  you  meant  us  to  do. 

I  think  that  is  the  kind  of  issue  that  we  are  involved  in  now  as 
we  discuss  the  issues,  and  I  have  no  doubt  that  by  the  end  of  this 
process  you  will  be  satisfied  that  we  are  doing  the  best  job  we  can 
to  implement  your  Child  Survival  Account. 

Mr.  Callahan.  Ms.  Pelosi. 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman. 

Thank  you  again,  Mr.  Atwood,  for  your  leadership  and  your  testi- 
mony this  morning. 

GLOBAL  AIDS 

My  question  is  about  global  AIDS.  I  want  to  preface  it  by  saying 
that  our  Chairman  was  a  real  champion  on  this  issue  in  the  For- 
eign Ops  bill,  and  I  want  to  publicly  commend  him  and  thank  him 
for  that. 
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In  your  testimony,  Mr.  Atwood,  you  mentioned  that  the  AIDS 
epidemic  is  emerging  in  Asia  and  rapidly  spreading  in  southern 
J^ia.  By  the  year  2000  it  is  estimated  that  miUions  of  children  will 
lose  their  parents  to  HIV,  nearly  15  million  in  Africa  alone.  This 
is  a  concern  to  the  United  States  not  only  because  of  the  personal 
cost,  but  also  because  of  the  impact  that  this  situation  has  on  the 
economy  and  the  well-being  of  these  countries. 

Could  you  talk  about  the  amount  of  funding  AID  intends  to 
spend  on  global  AIDS  programs  in  1996,  and  how  does  this  com- 
pare to  1995? 

Mr.  Atwood.  I  believe  the  amount,  Ms.  Pelosi,  as  we  discussed 
with  you,  is  a  small  reduction  to  $114  million.  The  numbers  that 
we  provided  you  privately  are  the  correct  numbers. 

In  any  case,  when  you  consider  the  $800  million  reduction  in  our 
overall  budget,  there  was  not  a  single  program  that  was  going  to 
escape  being  affected  by  this.  But  I  think  it  gives  an  indication  of 
the  priority  we  attach  to  our  AIDS  programs  that  we  have  not  re- 
duced it  by  a  proportional  amount,  as  we  have  had  to  do  in  many 
other  cases. 

Ms.  Pelosi.  Could  you  go  on  to  1997? 

Mr.  Atwood.  In  1997,  while  we  don't  have  a  line  item  here,  we 
would  intend,  as  long  as  we  get  our  budget,  to  spend  the  same 
amount  in  1997. 

Ms.  Pelosi.  Does  that  accurately  represent  the  agency's  best  es- 
timate of  what  it  needs  for  global  AIDS  programs  next  year?  What 
would  you  think  is  the  best  estimate? 

Mr.  Atwood.  We  have  one  of  the  most  effective  AIDS  prevention 
programs  in  the  world.  I  visited  some  of  our  facilities  in  places  like 
Uganda,  where  we  have  had  a  major  impact  on  reducing  AIDS. 
Thailand  is  another  good  example  of  our  reducing  the  incidence  of 
AIDS. 

But  we  also  are  contributing  to  the  U.N.  AIDS  program.  We  give 
one-third  of  all  of  the  resources  that  they  are  able  to  bring  together 
for  that  very  important  effort.  We  consider  this  to  be  a  very,  very 
high  priority. 

Ms.  Pelosi.  Will  that  continue? 

Mr.  Atwood.  Yes.  Yes,  indeed. 

Ms.  Pelosi.  I  have  heard  recently  the  head  of  the  AID  office  for 
AIDS  is  leaving  the  position  shortly.  Can  you  assure  us  that  this 
position  will  be  filled  rapidly,  given  the  important  changes  that  are 
under  way  in  global  AIDS  programs? 

Mr.  Atwood.  Yes,  we  attach  major  importance  to  this.  We  have 
got  a  number  of  people  that  are  experts  on  this  subject,  because  we 
do  invest  so  much  in  this.  Indeed,  I  think  our  expertise  has  been 
acknowledged  when  Sally  Shelton,  the  head  of  our  Global  Bureau, 
was  asked  to  be  the  Chair  of  the  U.N.  AIDS  program. 

Ms.  Pelosi.  Would  you  favor  putting  HIV/AIDS  under  the  Global 
Bureau? 

Mr.  Atwood.  It  is  under  the  Global  Bureau  now. 

Ms.  Pelosi.  But  beyond  health  and  nutrition,  making  it  an  office 
itself? 

Mr.  Atwood.  A  separate  office,  you  mean? 

Ms.  Pelosi.  Moving  it  directly  under  the  Global  Bureau. 


30 

Mr.  Atwood.  You  know,  they  gain  a  great  deal  by  working  in  the 
population  and  health  office  from  the  proximity  of  people  who  are 
working  on  related  things,  like  family  planning.  So  I  think  that 
while  it  might  create  an  important  symbol  to  have  it  in  a  separate 
office,  I  think  you  would  lose  a  great  deal  more  because  of  the  prac- 
tical need  to  manage  these  things  together. 

Ms.  Pelosi.  I  have  a  couple  more  questions  of  that  nature  which 
I  will  submit  for  the  record  about  the  design  of  the  core  programs, 
et  cetera.  I  will  submit  them  for  the  record  and  request  your  an- 
swer in  writing,  with  the  Chairman's  permission,  and  that  relates 
to  HIV  spread  among  women  globally  as  well. 

Ms.  Pelosi.  Do  I  have  any  more  time,  Mr.  Chairman? 

Mr.  Callahan.  No,  you  don't. 

Ms.  Pelosl  We  will  have  another  round,  won't  we? 

Mr.  Callahan.  We  are  going  to  give  you  a  second  shot. 

Ms.  Pelosl  Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Mr.  Wolf 

Mr.  Wolf.  Thank  you,  Mr.  Chairman,  and  welcome,  Mr.  Atwood. 

I  have  one  or  two  comments  to  make  and  then  I  have  a  question. 
Let  me  just  congratulate  you  on  the  job  that  you  do  and  on  the 
good  work  that  your  people  do.  I  think  it  is  very  important,  and 
I  read  your  testimony. 

I  think  we  really  do  need  a  major  debate  on  this  issue.  It  really 
has  to  be  a  major  one  whereby  the  American  people  are  engaged, 
because  there  is  a  lack  of  support  for  many  of  these  things.  I  don't 
think  that  we  have  articulated  why  this  is  important,  both  from 
the  self-interests  of  the  country,  but  also  from  the  Judeo-Christian 
values  that  our  country  represents. 

In  the  Bible  it  says:  To  whom  much  is  given,  much  is  expected. 
And  in  Matthew  25,  whether  you  agree  with  Matthew  25  or  not, 
Christ  talks  about  helping  the  poor  and  the  hungry  and  the  naked 
and  those  in  prison.  So  there  is  a  fundamental  core  reason  that  I 
think  we  can  articulate  what  we  do  to  the  American  people  where- 
by they  will  understand.  But  just  to  see  the  program,  in  this  pro- 
gram account  number,  or  that  account  number,  that  just  doesn't 
mean  anything.  So  I  think  we  really  do  need  a  debate. 

POPULATION 

Secondly,  on  the  population  issue,  you  really  ought  to  get — I  am 
where  Mr.  Callahan  is  insofar  as  we  are  both  pro-life.  I  also  very 
strongly  believe  in  family  planning.  And  you  ought  to  just  kind  of 
get  out  of  the  abortion  issue.  You  just  ought  to  go  away  from  it  and 
you  ought  to  get  the  groups  that  are  the  lightning  rods  on  this 
issue  out  of  it,  and  family  planning,  which  is  very,  very  important, 
ought  to  be  the  emphasis  and  not  sort  of  get  it  where  you  are  get- 
ting— and  I  am  not  going  to  get  into  different  groups  and  be  critical 
whereby  this  becomes  a  contentious  issue. 

If  it  were  on  the  population  issue,  my  sense  is,  and  as  someone 
who  has  never  cast  a  nonpro-life  vote  since  I  have  been  in  Con- 
gress, and  strongly  internally  believe,  because  of  my  faith  and  what 
I  believe  in,  though,  the  other  issues  of  family  planning  are  totally 
different.  So  somehow,  we  have  to  segment  that,  whereby  the 
groups  that  are  involved  in  abortion,  just  get  them  out  of  there, 
and  then  I  think  many  of  these  controversies  would  go  away. 
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BOSNIA 


Thirdly,  on  Bosnia,  I  was  in  Sarajevo  last  weekend  with  another 
Member  and  we  were  in  Tuzla.  The  military  effort  is  working  well. 
I  was  one  who,  with  Mr.  Callahan,  did  not  support  cutting  off  the 
aid  with  regard  to  the  effort.  The  military  is  doing  exceptionally 
well,  D-140,  D-145,  wherever  we  are  now.  But  the  civilian  effort 
is  lagging  far  behind.  It  is  D-1  or  D-0.  And  I  think  a  greater  effort 
is  going  to  have  to  be  done  there. 

Also,  as  you  do  that  economic  side,  you  are  really  going  to  have 
to  deal  with  the  issue  of  reconciliation.  If  you  don't  deal  with  the 
reconciliation,  between  Serb,  Croat  and  Muslim,  frankly,  all  the 
economic  aid,  all  the  military  aid — because  when  our  troops  are 
withdrawn,  as  they  will  be,  it  is  all  going  to  come  again. 

You  can  feel  it  in  Mostar,  you  can  feel  the  animosity  between  the 
Croats  and  the  Muslims,  you  can  feel  it  in  Sarajevo  with  the  Serbs, 
and  you  know,  you  just  have  to  do  something.  And  I  think  it  would 
be  great  to  have  the  cardinal  from  Zagreb  and  the  cardinal  from 
Sarajevo  and  the  leading  Jewish  rabbi,  the  leading  Muslim  reli- 
gious leader  and  patriarch  come  together  for  a  conference,  if  you 
will,  televised  to  the  entire  former  Yugoslavia,  talking  about  rec- 
onciliation. Unless  you  feed  and  mortar  the  brick  with  reconcili- 
ation, all  the  economic  stuff  isn't  going  to  work. 

You  can  comment  on  either  of  these. 

The  last  one  I  would  want  you  to  comment  on.  Have  you  read 
Kaplan's  book,  "The  Ends  of  the  Earth"?  I  am  in  the  midst  of  it. 
It  borders  on  being  depressing. 

I  would  urge  anyone  who  hasn't  read  it — I  read  his  book  on  "Bal- 
kan Ghosts,"  I  thought  it  was  an  outstanding  book.  This  is  an  in- 
teresting book,  and  I  think  probably  this  book  can  help  stimulate 
a  major  debate  on  where  we  are. 

Would  you  comment  if  you  have  read  the  book  and  tell  me  what 
your  feelings  are  about  it,  and  then  the  other  issues.  Don't  feel  obli- 
gated to  comment  on  the  others,  but  on  this  one  I  would  like  to  get 
your  thoughts. 

Mr.  Atwood.  I  have  read  significant  portions  of  the  book  and  I 
have  read  all  of  the  critiques  as  well.  I  must  say  that  I  think  he 
is  drawing  much  too  depressing  a  picture,  and  one  could  even  draw 
the  conclusion  that  we  haven't  made  any  progress  over  the  years. 

We  have  made  a  great  deal  of  progress  in  the  last  30  years.  We 
reduced  infant  mortality  by  a  half  People  are  now  living  to  the  age 
of  62,  whereas  30  years  ago  the  average  age  in  the  developing 
world  was  40.  We  have  done  a  lot  with  child  survival,  we  have  done 
a  lot  with  literacy.  One-third  more  people  in  the  world  can  read, 
and  that  is  very,  very  significant. 

He  also,  I  think,  despite  grandiose  plans  to  come  up  with  solu- 
tions that  no  one  has  thought  of,  failed  miserably  to  come  up  with 
any  solutions  other  than  what  we  have  been  putting  together  in 
terms  of  the  aid  efforts  that  we  have  been  making. 

I  think  you  are  right  in  that  it  can  stimulate  a  debate.  That  is 
important;  people  ought  to  be  looking  at  these  issues  in  the  context 
of  their  religious  values,  or  their  personal  values.  And  when  they 
do  that,  I  think  that  they  will  come  to  the  right  conclusion,  because 
I  have  a  great  deal  of  faith  in  the  American  people. 
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I  also  think  we  ought  to  be  looking  at  it  in  terms  of  our  self-inter- 
ests, as  I  mentioned  before.  If  we  don't  do  that,  we  will  never  get 
a  majority  to  support  these  programs.  So  we  have  to  have  both,  it 
seems  to  me. 

With  respect  to  the  reconciliation  issue  you  raise,  and  we  have 
discussed  privately,  one  of  the  things  that  one  must  remember  in 
these  ex-communist  countries  was  that  to  the  extent  that  religion 
was  allowed  to  survive,  and  in  Yugoslavia  it  was,  they  were  also 
tools  of  the  state.  They  tried  as  much  as  they  could  to  influence 
them,  to  stay  away  and  to  be  biased  against  other  religions.  So 
they  were  always  discouraged  from  cross-religious  fertilization  of 
the  type  that  you  are  mentioning. 

We  have  had  discussions  like  this  in  the  White  House  actually, 
with  religious  groups  from  here  who  have  either  Muslim  or  Ortho- 
dox Christian  or  Christian  backgrounds  and  who  came  from  that 
area  originally.  And  we  have  encouraged  them  to  go  over  there.  We 
have  a  few  programs  that  we  are  supporting,  humanitarian  pro- 
grams where  these  groups  are  working  together.  We  think  that  if 
people  can  be  seen  working  together,  as  they  were  not  during  the 
communist  era,  that  that  will  be  very,  very  important  for  reconcili- 
ation. 

But  economic  activity  is  also  important.  Because  once  people  are 
forced  to  work  with  one  another,  none  of  those  ethnic  groups  can 
survive  on  their  own.  Right  now  the  industrial  capacity  of  Bosnia 
is  2  percent  of  what  it  was  before  the  war.  We  think  by  the  end 
of  the  year  we  can  get  it  up.  I  don't  know  to  what  extent,  but  we 
are  pushing  very,  very  hard  to  move  our  programs  and  get  them 
in  place. 

There  isn't  any  one  person  or  one  institution  to  blame  for  the 
slowness  of  civilian  implementation.  We  have  said  from  the  begin- 
ning we  believe  the  Europeans  ought  to  take  the  lead,  and  we  feel 
very  strongly  about  this.  And  I  am  somewhat  disappointed  that 
they  haven't  done  more,  but  they  have  in  the  recent  pledging  con- 
ference pledged  a  good  deal  more  money  than  we  pledged.  I  am  not 
apologizing  for  that,  because  the  contribution  we  are  making  is 
very  significant  to  Bosnia,  given  the  fact  that  it  is  not  in  our  back- 
yard. 

However,  it  is  important.  It  is  important  not  just  for  what  one 
person  characterized  as  social  welfare  reasons;  it  is  important  for 
NATO,  because  it  is  a  real  test  of  NATO.  It  is  important  in  terms 
of  our  foreign  policy  commitment  to  transform  the  countries  of 
Eastern  Europe  and  Central  Europe  from  communist  states  to  free 
market  democracies,  because  a  war  in  that  region  affects  that  neg- 
atively; and  it  is  important  in  terms  of  our  European  allies.  All  of 
those  countries  now  are  suffering  the  pressures  of  immigrants  that 
have  come  as  a  result  of  that  war;  there  are  new,  almost  neo-fascist 
forces  that  are  coming  out  in  those  countries  that  are  very  dan- 
gerous to  the  politics  of  those  countries.  Combine  this  with  the  high 
unemployment  that  they  are  experiencing  and  the  economic  stag- 
nation, and  that  is  not  in  our  interest. 

The  European  Union  is  a  major  market  for  the  United  States.  It 
is  obviously  a  source  of  great  stability  if  we  can  maintain  the  sta- 
bility we  have  since  the  end  of  World  War  II.  And  of  course  it  was 
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the  product  of  the  Marshall  Plan,  one  of  the  original  foreign  aid 
programs. 

So  Bosnia  is  extremely  important.  I  am  really  pleased  that  you 
visited  there,  and  I  agree  with  you  that  our  military  is  doing  a  fan- 
tastic job.  I  would  only  point  out  that  our  AID  people  are  doing  a 
great  job  as  well. 

The  nongovernmental  organizations,  many  of  them  religious, 
have  been  working  there  even  during  the  war,  taking  great  risk  to 
their  own  lives,  helping  to  save  people  from  starvation,  even  if  they 
couldn't  be  saved  in  some  cases  from  the  war  itself. 

So  I  think  that  Bosnia  is  a  real  challenge  for  us.  We  have  to 
make  sure  it  succeeds.  We  can't  afford  to  have  it  fail.  And  while 
we  want  the  Europeans  to  be  in  the  lead,  we  have  to  be  in  the  back 
seat  pushing  them  every  step  of  the  way. 

Mr.  Wolf.  Well,  I  agree  with  what  you  said,  except  for  one  thing 
I  would  say.  As  of  now,  unless  you  deal  with  the  issue  of  Milosevic 
and  Karadzic,  it  will  not  succeed,  and  I  would  predict  that  outright. 

Second,  I  have  been  there  many  times  during  the  war,  and  you 
are  right  about  the  NGOs,  and  the  good  things  that  they  have 
done.  I  think  it  is  the  missing  ingredient  in  the  Clinton  administra- 
tion policy,  and  I  think  if  it  fails,  the  reason  it  will  fail,  is  because 
I  think  you  are  ignoring  the  spiritual,  whatever  you  call  it,  aspect 
that  is  latent  in  that  part  of  the  country. 

I  think  if  you  meet  with  the  cardinal,  if  you  meet  with  the  leader 
of  the  Jewish  faith  in  Sarajevo,  if  you  meet  with  those  people,  they 
are  crying  out  for  an  example  of  reconciliation  and  people  working 
together.  The  comment  made  to  me  almost  everywhere  is  we  are 
amazed  your  soldiers  are  from  all  different  backgrounds,  and  they 
work  so  well  together.  Wouldn't  it  be  great  if  we  could  be  like  that? 

The  interpreter  that  we  had,  the  U.S.  Army  Captain  who  was 
our  interpreter  had  been  raised  in  Serbia,  I  believe,  up  until  he 
was  13  years  old.  They  saw  him  with  people  named  Gonzalez,  and 
with  Vietnamese,  and  with  people  named  Zimmerman  and  Turner 
and  people  like  that.  We  are  an  example  of  reconciliation  in  a  way 
that  no  other  area  seems  to  be,  not  even,  quite  frankly,  Germany 
or  some  of  the  other  countries  in  mainline  Europe.  Not  even  Eng- 
land, in  some  respects. 

So  I  think  the  mortar  that  you  are  missing  is  that  area.  And  if 
this  policy  fails,  which  it  is  certainly  likely,  there  is  no  guarantee, 
and  I  hope  and  pray  that  it  does  not,  I  think  this  is  going  to  be 
the  reason  why. 

The  last  thing  is,  I  will  send  you  a  book  by  Doug  Johnson  that 
deals  with  these  issues.  It  is  the  hidden  ingredient  in  diplomacy 
that  I  think  to  date  the  Clinton  administration  has  really  missed. 

Anyway,  I  appreciate  the  good  job  you  do. 

FAMILY  PLANNING 

Mr.  Callahan.  I  would  like  to  comment,  too,  and  emphasize  one 
thing  that  Mr.  Wolf  brought  out,  and  that  is  on  family  planning. 

The  message  this  Congress  is  sending  to  you  and  to  the  world 
is  this  Congress  is  not  against  family  planning.  This  Congress  is 
against  abortion.  And  there  is  a  big  difference. 

I,  like  Mr.  Wolf,  support  aspects  of  family  planning,  but  I  do  not 
support  abortion.  So  all  of  the  argument  that  is  coming  forth  about 
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prophylactics  and  birth  control  matters  are  not  the  issue.  Abortion 
is  what  Mexico  City  language  is.  So  something  must  be  devised  to 
give  you  the  opportunity  to  have  some  type  of  family  planning,  but 
not  to  give  it  to  agencies  that  actually  encourage  and  support  the 
physical  abortion. 

In  any  event,  I  think  that  is  very  important  when  we  talk  about 
population  control. 

Mr.  Torres. 

Mr.  Atwood.  Mr.  Chairman,  may  I  just  comment  on  that,  be- 
cause I  think  it  is  an  important  point  you  make. 

I  represent  an  administration  that  is  pro-choice.  We  believe  that 
individuals  ought  to  make  those  kinds  of  moral  judgments.  How- 
ever, we  don't  believe  in  imposing  our  views  on  other  people  in  our 
own  country  or  in  other  countries,  and  we  don't  support  changing 
abortion  laws  in  other  countries. 

We  have  made  that  clear  in  the  Cairo  plan  of  action.  The  Vice 
President  himself  said  that  these  are  matters  for  other  democracies 
to  decide.  We  have  made  that  very,  very  clear.  We  do  not  fund 
abortions.  We  don't  recommend  using  abortion  as  a  method  of  fam- 
ily planning.  We  have  not  done  that  in  AID. 

And  so  the  issue  is  really  whether  or  not  women  and  men  are 
going  to  have  the  alternative  available  to  them  of  choosing  the  size 
of  their  family,  so  that  they  can  feed  and  educate  those  children, 
and  so  that  they  can  make  sure  that  they  survive.  In  other  very 
poor  countries,  they  simply  don't  have  the  same  access  that  we  do 
to  that  kind  of  service. 

Mr.  Callahan.  Well,  those  people  who  are  interested  in  control- 
ling the  size  of  their  families  ought  to  think  about  that  and  to  use 
family  planning  philosophy  with  respect  to  some  other  form  of  birth 
control,  rather  than  the  slaughter  of  innocent  humans. 

Mr.  Torres. 

Mr.  Torres.  Thank  you,  Mr.  Chairman. 

On  that  light  note,  I  would  like  to 

Mr.  Atwood.  How  do  you  follow  that,  Mr.  Torres? 

Mr.  Torres.  I  don't  know. 

BOSNIA 

I  want  to  thank  you,  Mr.  Administrator,  for  your  very  excellent 
statement  today.  I  appreciate  your  most  recent  response  to  Mr. 
Wolf  and  his  observations  on  Bosnia,  and  your  critique  of  the  book. 

Both  the  Chairman  and  I  were  in  Bosnia  recently  and  we  are 
very  cognizant  of  the  problems  there,  and  I  think  your  analysis  is 
a  good  one.  I  think  that  while  you  focus  on  Bosnia  or  Central  Eu- 
rope and  the  consequences  there  if  we  don't  do  something,  I  would 
like  to  just  simply  say  that  your  agency  deals  with  the  whole  world, 
and  obviously  you  took  a  very  heavy  hut  in  the  last  budget  with  re- 
ductions in  many  areas  that  were  necessary.  You  have  indicated 
that  USAID  is  having  to  find  a  new  equilibrium,  a  way  to  balance 
resources  and  programs. 

Could  you  tell  us  in  the  same  vein  that  you  talked  about  a  small 
part  of  the  world,  speak  in  a  larger  term  about  the  whole  world. 
What  are  the  consequences  of  these  big  cuts  in  the  long  term,  and 
save  the  short  term,  because  that  will  be  my  next  question. 

Mr.  Atwood.  Yes.  Thank  you,  Mr.  Torres. 
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CHILDREN 


The  consequences  I  think  are  severe.  One  can't  cut  23  percent 
out  of  our  budget  and  not  understand  what  the  impact  is.  Now,  I 
do  appreciate  very  much  that  this  subcommittee  and  the  Congress 
as  a  whole  wanted  to  protect  children  in  this  budget-cutting  exer- 
cise, and  I  couldn't  disagree  with  that  priority.  No  one  could. 

However,  there  are  societies  that  are  suffering  in  other  ways, 
and  I  might  add  that  indirectly  children  are  suffering  as  well  if 
they  can't  grow  into  adulthood  in  these  societies.  For  example,  you 
are  unable  to  protect  much  of  the  world's  rain  forests.  This  is  ex- 
tremely important,  not  just  because  it  is  some  sort  of  a  green  ideo- 
logical position,  but  because  we  know  it  relates  to  global  warming 
and  we  know  that  it  relates  to  the  loss  of  biodiversity. 

What  does  that  mean?  That  is  a  big  word  that  my  mother  doesn't 
always  grasp.  And  I  tell  her  that  if  she  looks  at  her  medicine  cabi- 
net and  every  year  that  goes  by  she  has  more  pills  in  that  medicine 
cabinet,  a  lot  of  those  are  the  direct  result  of  pharmaceutical  ex- 
ploring in  the  rain  forest,  where  we  have  gone  to  various  species 
and  developed  new  breakthroughs  in  medicine. 

ECONOMIC  MARKETPLACE 

Consider  what  we  are  able  to  do  in  terms  of  competing  with  the 
Japanese,  the  Germans  and  the  others  in  terms  of  the  economic 
marketplace;  when  we  go  to  Indonesia,  we  can  help  the  Indo- 
nesians write  their  commercial  code.  We  do  it  initially  in  English 
instead  of  in  Dutch,  and  we  are  going  to  have  more  access  to  their 
economy  than  the  Dutch  will  have.  So  what  we  are  losing  are  busi- 
ness opportunities,  opportunities  to  compete  in  this  new  field  of  en- 
vironmental technology,  opportunities  to  protect  ourselves  from  en- 
vironmental problems  that  we  face,  opportunities  to  help  govern- 
ments who  have  decided  they  want  to  become  democratic,  to  be- 
come democratic  by  teaching  them  the  nuts  and  bolts  of  democracy. 
All  of  these  things  I  think  are  directly  related  to  the  welfare  of  the 
American  people. 

I  don't  think  it  is  as  compelling  to  talk  about  individual  pro- 
grams. Yes,  we  are  not  going  to  be  able,  for  example,  to  work  in 
doing  research  on  the  new  drug  resistant  strains  of  malaria. 

We  can't  get  into  new  things  when  you  cut  our  budget  to  that 
extent.  But  that  is  a  small  matter  when  you  compare  the  budget 
cuts,  for  example,  to  the  number  of  people  around  the  world  that 
will  no  longer  have  access  to  family  planning.  In  Mexico  alone  1 
million  people  will  not  have  access  now  to  family  planning  as  a  re- 
sult of  the  budget  cuts  that  have  been  made. 

I  think  that  is  directly  important  to  our  country.  I  think  that  we 
are  losing.  We  are  losing  in  the  battle  for  the  global  economy;  we 
are  losing  in  the  battle  for  competitiveness. 

MISSION  CLOSINGS 

Mr.  Torres.  In  the  short  term,  as  I  indicated,  you  have  said  in 
your  statement  that  you  are  going  to  be  closing  down  27  missions, 
if  I  am  correct? 

Mr.  Atwood.  That  is  right. 
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Mr.  Torres.  But  in  addition  to  that,  another  10  posts  will  have 
been  closed  by  the  end  of  fiscal  year  1997.  In  what  countries  do  you 
anticipate  these  closures?  Could  you  describe  how  you  arrived  at 
those  decisions  and  what  countries  were  affected?  What  was  the 
criteria  that  you  used? 

Mr.  Atwood.  The  criteria  is  obviously  U.S.  national  interests 
first  and  foremost.  Need  is  also  a  criteria.  Where  we  have  the  po- 
tential to  work  and  to  be  able  to  achieve  success  is  a  very  impor- 
tant criteria. 

There  are  many  countries  we  are  leaving  and  have  left  because 
the  governments  simply  weren't  good  partners  of  ours  in  the  devel- 
opment process.  If  a  government  doesn't  care  about  development 
and  doesn't  allow  its  people  to  participate  in  development,  we  feel 
we  can't  achieve  results  there.  So  it  is  unfair  to  the  American  tax- 
payer to  say  that  AID  is  going  to  work  in  a  country  which  isn't  a 
good  partner. 

There  are  obviously  exceptions  to  that  rule  because  of  national 
interests,  but  for  the  most  part,  that  is  why  we  have  left  some 
countries.  There  are  other  countries  that  we  have  graduated;  in 
some  cases,  we  may  have  graduated  prematurely.  But  we  feel  that 
there  are  adequate  trade  and  investment  flows  into  those  countries. 
While  there  are  still  structural  problems,  there  may  be  bad  dis- 
tribution of  wealth,  for  example,  or  other  structural  problems  in 
the  country  that  we  could  continue  to  work  on,  we  can't  continue 
to  afford  to  work  in  those  countries. 

We  are  losing  opportunities,  because  I  can  tell  you  that  other  do- 
nors will  work  in  those  places.  But  I  think  that  when  we  have  to 
make  decisions,  we  try  to  make  the  decisions  on  the  basis  of  wheth- 
er or  not  these  countries  are  at  the  point  where  they  can  sustain 
development  progress,  and  then  we  can  at  least  leave  in  good  con- 
science and  hope  that  they  can  invest  the  money  or  borrow  the 
money  that  is  necessary  to  finish  the  development  job. 

Mr.  Torres.  Mr.  Chairman,  I  have  one  other  question,  but  I 
gather  I  am  running  out  of  time,  and  I  will  wait  for  the  second 
round.  It  will  be  on  micro-credit. 

Mr.  Callahan.  Mr.  Packard. 

Mr.  Packard.  Thank  you,  Mr.  Chairman. 

Mr.  Atwood,  welcome.  We  just  received  your  budget  proposal  this 
morning,  I  believe,  and  in  quickly  reviewing  it,  it  shows  about  a 
$300  million  increase  from  the  budget  levels  of  1996;  is  that  cor- 
rect? 

Mr.  Atwood.  Yes.  For  all  accounts,  that  is  approximately  correct, 
yes. 

Mr.  Packard.  Just  a  comment  that  I  would  like  to  make,  Mr. 
Chairman,  that  I  have  had  to  deal  with  on  the  subcommittee  that 
I  chair,  and  that  is  that  we  made  major  reductions  last  year  to  put 
us  on  a  glidepath  toward  a  balanced  budget  in  7  years,  and  vir- 
tually every  agency  wanted  to  jump  off  of  that  glidepath  and  ask 
for  increases  this  year. 

They  are  not  going  to  get  increases  in  my  subcommittee,  and  I 
presume  a  lot  of  that  same  pattern  will  follow  in  most  of  the  appro- 
priations subcommittees,  that  once  we  get  on  the  glidepath  toward 
a  balanced  budget,  the  only  way  you  can  get  there  is  to  stay  on 
that  glidepath,  and  that  means  that  we  will  probably  see  further 


37 

reductions  year  after  year.  It  is  painful  and  difficult,  but  neverthe- 
less if  we  are  going  to  reach  a  balanced  budget,  that  is  part  of  the 
belt-tightening  process.  You  just  can't  get  off  of  that  glidepath. 

AID  STAFF  REDUCTION 

Recognizing  that,  you  have  announced  in  your  testimony  that 
you  will  be  cutting  back  about  200  employees  this  year  due  to  the 
President's  decision  to  restrain  growth  of  the  operations  of  AID  in 
1997.  Is  this  true? 

Mr.  Atwood.  Yes,  at  least  200  employees,  assuming  that  we  can 
get  the  President's  request  for  our  operating  expense  budget.  And 
I  want  to  add  one  other  thing,  Mr.  Packard.  The  increase,  for  the 
most  part,  is  because  the  Congress  and  the  Executive  both,  after 
the  1996  budget  was  submitted  last  year,  decided  that  we  really 
had  to  contribute  to  this  Bosnia  issue.  So  for  the  most  part,  this 
is  a  pretty  much  straight-line  budget. 

BUDGET  REDUCTIONS 

We  are  not  trying  to  get  off  the  glidepath  at  all.  In  fact,  I  have 
submitted  a  5-year  program  to  the  Secretary  of  State  of  further  re- 
ductions that  would  put  us  on  a  viery  significant  glidepath  that 
would  be  at  least  consistent  with  the  executive  branch's  proposal 
for  reducing  the  overall  Federal  budget. 

Mr.  Packard.  In  your  summary,  however,  I  see  where  the 
Bosnian  supplemental,  you  have  no  request  for  funds  this  year, 
compared  to  $195  last  year. 

Mr.  Atwood.  No,  it  is  actually  not  a  supplemental  for  FY  1997 
this  year;  it  is  integrated  into  the  seed  budget  in  this  year's  re- 
quest. 

Mr.  Packard.  I  see.  Thank  you. 

In  the  face  of  shortfalls,  are  there  other  ways  that  you  can  ab- 
sorb and  soften  the  blow?  I  understand  you  have  a  $27  million  car- 
ryover that  I  presume  would  be  able  to  be  used  for 

Mr.  Atwood.  No.  We  had  a  $27  million  carryover 

Mr.  Packard.  Will  there  be  a  carryover  from  1996? 

Mr.  Atwood.  Well,  that  is  the  problem.  We  had  a  reduction  in 
our  operating  expense  budget  for  1996  and,  in  fact,  a  reduction 
below  what  the  GAO  said  we  needed  to  get  through  the  year,  and 
therefore,  we  will  not  have  a  carryover  into  the  succeeding  year. 
That  is  the  problem,  part  of  the  problem. 

Mr.  Packard.  You  had  a  significant  increase  in  travel  expenses 
from  1996  over  1995.  Have  they  all  been  used  up,  travel  being  an 
issue  that  seems  to  have  emerged? 

Mr.  Atwood.  Mr.  Packard,  I  don't  think  that  is  correct.  We  have 
had  a  real  travel  freeze  on.  We  will  see  a  major  reduction  in  oper- 
ational travel,  probably  $4  million  or  $5  million  in  fiscal  year  1996. 

Mr.  Packard.  In  democracy-building  and  the  free  market  pro- 
motional programs,  they  have  been  cut.  Has  that  cut  been  made  to 
preserve  AID's  transfer  to  some  overseas  governments? 

Mr.  Atwood.  I  don't  know  exactly  what  you  mean  by  transfer  to 
overseas  governments,  but  we  are  really  out  of  the  business  of  cash 
transfers  (excluding  Israel)  for  a  very  large  extent,  except  for  places 
like  Egypt,  where  we  tie  them  to  very  specific  commitments  to  eco- 
nomic reform. 
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The  democracy  budget  is  simply  being  cut  as  a  proportion  of  the 
overall  budget.  We  are  trying  to  maintain  a  balance  among  the 
strategic  objectives,  and  we  recognize  that  democracy  work  doesn't 
take  as  much  money  to  do  effectively,  so  we  have  reduced  it  to  $142 
million  in  this  request. 

Mr.  Packard.  Has  that  program  been  working  in  Russia,  Belarus 
and  other  places  that  it  appears  that  we  are  actually  losing,  at 
least  potentially  could  lose  the  battle  toward  democracy? 

Mr.  Atwood.  This  is  an  area  that  I  worked  in  for  8  years  before 
coming  to  AID.  You  have  to  look  at  that  particular  aspect  in  the 
long  run.  We  have  done  a  great  deal  in  Russia  to  stimulate  a  civil 
society.  There  are  thousands  of  nongovernmental  organizations. 
There  is  a  relatively  free  press  that  will  fight  the  government,  if 
necessary. 

I  think  that  if  Mr.  Zyuganov  wins  the  election,  and  that  is  what 
I  think  you  are  alluding  to,  he  is  going  to  have  major  problems  on 
his  hands  as  a  result  of  all  of  the  forces  that  have  been  unleashed 
as  a  result  of  these  programs.  So  I  don't  think  you  can  look  at  it 
in  terms  of  one  election. 

Mr.  Packard.  In  reviewing  your  agency's  breakdown  on  the 
budget,  I  see  essentially  three  areas  at  least  in  the  international 
assistance  area  and  development  assistance  areas  such  as  Angola, 
Liberia,  and  Haiti.  Could  you  briefly  explain  what  is  being  done  in 
those  3  countries  where  there  seem  to  be  new  programs  that  have 
emerged  since  last  year? 

HAITI 

Mr.  Atwood.  Yes,  Mr.  Packard.  I  appreciate  your  asking  me 
that. 

I  have  been  in  two  of  those  countries  in  the  last  year.  I  think 
there  are  very  significant  breakthroughs  that  are  occurring,  realiz- 
ing of  course  that  Haiti  has  been  just  a  generally  controversial 
issue.  The  fact  of  the  matter  is  that  we  were  spending  a  great  deal 
of  money  deploying  our  Navy  and  our  Coast  Guard  around  Haiti 
in  trying  to  deal  with  the  refugee  problem,  and  the  prospect  of 
thousands  of  boat  people  coming  over  to  our  shores. 

I  think  that  despite  all  of  the  problems,  and  I  wouldn't  want  to 
wink  at  those  problems  because  Haiti  is  still  by  far  the  poorest 
country  in  the  hemisphere,  and  we  have  made  major  progress  in 
Haiti.  There  is  a  lot  more  work  to  be  done,  obviously. 

ANGOLA 

In  the  case  of  Angola,  we  have  played  a  significant  role  in  bring- 
ing about  at  least  discussions  between  Savimbi  and  dos  Santos,  the 
government.  We  have  helped  them  with  a  plan  to  quarter  troops. 
We  have  done  a  lot  in  the  peace  process. 

Something  like  4  percent  or — between  5  and  10  percent — of  all 
of  the  oil  we  import  into  our  country  comes  from  Angola,  so  it  is 
not  as  if  it  is  insignificant  in  terms  of  U.S.  interests.  It  is  a  poten- 
tially rich  country. 

I  visited  there  and  was  impressed.  They  have  diamonds,  min- 
erals, they  have  oil.  If  we  can  bring  peace  to  that  country  and  if 
we  can  help  them,  urge  them  toward  democracy  and  a  free  market 
economy,  I  think  that  we  will  gain  a  great  deal  in  the  long  run. 
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We  are  only  spending  a  small  amount  of  development  money  in  An- 
gola, but  we  have  had  to  spend  a  great  deal  of  humanitarian 
money,  because  of  all  of  the  people  dying  and  all  of  the  suffering 
from  land  mines  and  lack  of  food  and  the  like. 

Again,  it  is  one  of  those  issues.  If  you  don't  spend  money,  and 
our  people,  meaning  the  American  people  see  people  dying  on  tele- 
vision, the  question  then  is  not  why  are  you  giving  foreign  aid,  but 
why  aren't  you  giving  more  to  help  those  people? 

So  we  are  trying  to  respond  to  the  humanitarian  needs,  while  at 
the  same  time  trying  to  help  resolve  the  crisis  so  that  we  can  begin 
spending  smaller  amounts  of  development  money  to  turn  that  coun- 
try into  a  free  market  economy.  If  it  doesn't  do  that,  it  is  going  to 
turn  into  Liberia,  and  I  can't  think  of  anything  worse  than  Liberia. 
It  is  absolute  anarchy. 

I  know  that  there  is  a  sense  of  hopelessness  and  Kaplan  has 
somewhat  accentuated  that  sense  of  hopelessness,  unfortunately, 
but  I  have  seen  a  country — Uganda — that  was  a  failed  state  just 
10  years  ago.  It  is  now  the  13th  largest,  fastest-growing  economy 
in  the  world,  and  it  has  a  government  that  is  managing  things 
well. 

They  are  beginning  to  see  American  exports  come  into  Uganda, 
and  Ajnerican  investment.  It  has  great  potential.  I  think  that  An- 
gola can  achieve  that.  I  would  like  to  think  that  Liberia  could,  too. 
But  I  must  say  I  have  to  be  almost  as  pessimistic  as  Kaplan  when 
I  see  what  is  happening  there  now. 

NEW  INDEPENDENT  STATES 

Mr.  Packard.  One  last  question,  if  I  may,  along  that  same  line. 
In  the  New  Independent  States,  we  are  seeing  the  greatest  increase 
of  funding,  particularly  in  Armenia  and  Ukraine,  which  surprised 
me,  and  also  in  Uzbekistan.  Would  you  just  briefly  explain  what  is 
happening  there?  I  am  particularly  interested  in  the  Ukraine.  I 
would  not  expect  them  to  require  a  sizable  increase,  perhaps  the 
most  stable  of  all  the  countries. 

Mr.  Atwood.  We  just  had  a  visit  from  President  Kuchma  here 
in  Washington,  and  we  believe  that  he  is  a  real  reformer.  He  has 
some  real  problems  with  his  parliament,  but  he  is  pushing  ahead 
on  privatization  and  the  like,  and  of  course  Ukraine  is  also  a  poten- 
tially rich  market  for  American  exports,  particularly  agriculture. 

UKRAINE 

We  are  doing  a  lot  of  work  in  that  area.  I  am  not  sure,  to  be  very 
honest  with  you,  that  we  would  be  spending  as  much  money  in 
Ukraine  if  we  didn't  have  an  earmark  from  the  Congress  to  do  so. 
But  nonetheless,  we  do,  and 

Mr.  Callahan.  You  had  an  earmark  from  the  Senate  to  do  so. 
The  House  didn't  do  it. 

Mr.  Atwood.  Well,  I  think  it  is  a  good  investment.  I  think  we 
have  good  relations  with  Ukraine.  We  feel,  while  the  privatization 
program  is  moving  more  slowly  there  because  of  foot-dragging,  that 
we  are  making  progress.  We  feel  that  we  are  managing  the  pro- 
gram adequately,  even  though  we  have  more  funds  than  we  can 
use  now.  We  are  holding  these  funds  and  not  spending  them  until 
we  see  the  reforms  actually  happening. 
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Mr.  Callahan.  I  think  the  gentleman's  20  minutes  has  expired 

Mr.  Packard.  And  I  want  to  thank  the  Chairman. 

Mr.  Callahan.  Nancy  is  going  to  pound  me  on  the  head. 

Mr.  Knollenberg. 

Mr.  Knollenberg.  Mr.  Chairman,  thank  you.  I  won't  take  20 
minutes.  I  assure  you,  it  will  be  much,  much  less. 

Mr.  Atwood,  I  will  demote  you  back  to  administrator,  after  hav- 
ing claimed  you  to  be  a  Secretary. 

AFRICAN  AID 

I  am  going  to  have  just  a  couple  of  brief  questions.  I  have  noted 
that  you  have  separated  out  the  Development  Fund  for  Africa,  and 
aside  from  making  a  pubHc  commitment  to  African  aid,  what  was 
the  reason  for  doing  this,  unless  of  course  you  were  separating,  sin- 
gling, and  focusing  on  delivering  certain  specific  substantive 
amounts  of  aid  to  Africa? 

You  just  said — and  I  appreciate  the  frustration  in  your  voice  in 
terms  of  Liberia  and  some  of  the  other  Western  African  nations.  I 
know  that  it  has  to  be  frustrating,  because  in  your  testimony  you 
mention  that  Latin  America,  for  example,  is  now  producing  in  ex- 
cess of  $90  billion,  I  believe  it  is  in  trade,  which  is  three  times  the 
amount  of  investment  that  we  put  into  Latin  America.  That  is 
good. 

Obviously,  the  countries  you  mentioned,  Indonesia,  Bangladesh, 
Taiwan  and  others  are  examples  of  successes.  But  the  concern  is 
that  Africa  is  frustrating  and  troubling  some  in  terms  of  getting 
any  kind  of  bang  for  the  buck,  not  necessarily  in  that  ratio,  but 
something  that  we  can  at  least  look  to  and  say,  maybe  the  future, 
there  is  some  light  at  the  end  of  the  tunnel  and  the  future  is  a  lit- 
4;le  brighter. 

With  these  recent  problems  in  Africa,  what  do  you  feel  the  poten- 
tial is,  and  in  particular,  going  back  to  my  question  about  by  isolat- 
ing or  separating  it  out,  is  that  going  to  be  a  focus  for  more  aid 
or  less  aid,  or  is  this  consistent  with  where  we  have  been?  I  hope 
those  questions  aren't  too  strung  out,  but  maybe  you  can  reflect  on 
each  one  of  them. 

Mr.  Atwood.  Thank  you,  Mr.  Knollenberg. 

I  think  that  the  administration  really  wanted  to  send  a  message, 
not  only  to  our  people  and  to  the  nations  of  Africa,  but  also  to  other 
donor  nations,  that  we  consider  this  to  be  the  area  of  the  world 
that  needs  more  help  in  terms  of  development  than  any  other,  and 
there  are  two  reasons  for  that.  One,  because  of  the  great  potential. 
We  have  some  900  million  potential  consumers  that  live  in  Africa. 
Major  progress  is  being  made  that  is  always  overtaken  by  the  bad 
news  that  comes  out  of  Africa. 

But  look  at  what  is  happening  in  South  Africa  today.  It  is  a  very 
dynamic  economy;  it  is  growing  4  percent  per  year.  Southern  Africa 
has  about  100  million  people  overall  and  could  be  a  great  potential 
market  for  American  goods. 

There  is  the  problem  of  Angola  still,  but  we  pretty  much  resolved 
the  problem  of  Mozambique,  although  there  is  a  long  way  to  go. 
JNamibia  and  Zimbabwe  are  independent.  That  whole  region  has 
^eat  potential  to  be  what  people  have  said  for  years,  the  engine 
that  drives  the  rest  of  Africa. 
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There  are  have  about  a  dozen  nations  in  Africa  that  are  ready 
to  take  off  economically  if  they  get  their  economic  policies  right. 
They  want  to  become  free  market  economies;  they  want  to  pri- 
vatize; but  they  are  a  little  fearful  about  how  to  do  it  without  some 
technical  assistance,  without  some  help;  and  we  want  to  give  them 
that  kind  of  help. 

We  think  Africa  generally  is  the  last  great  developing  market. 
We  think  that  if  you  take  Latin  America  30  years  ago  and  you  com- 
pare to  it  Africa  today,  that  is  about  where  it  is.  And  there  is  no 
reason  why  we  can't  make  progress.  That  is  the  positive  side  of 
why  we  are  investing  in  Africa. 

The  negative  side  is  to  avoid  the  worst,  to  avoid  the  costs  of 
failed  states,  to  avoid  the  Liberias,  to  avoid  the  Rwandas,  because 
it  is  costing  us  in  humanitarian  assistance  millions  of  dollars  a  day 
to  deal  with  the  consequences.  Somalia  is  another  example. 

If  we  do  some  interventions  in  terms  of  crisis  prevention;  if  we 
deal  with  the  problem  of  rapid  population  growth  in  some  coun- 
tries; if  we  treat  the  terrible  diseases  such  as  AIDS  or  malaria  that 
are  sapping  the  people  of  their  energy  so  they  can't  produce,  they 
can't  work,  even  if  they  wanted  to;  if  we  invest  in  these  ways,  then 
we  can  avoid  the  high  cost  of  humanitarian  relief  that  we  will  incur 
as  a  result  of  the  failed  states. 

So  these  are  good  reasons,  it  seems  to  me.  The  final  reason  is 
that  the  DFA  was  one  of  the  great  development  initiatives  taken 
by  the  Congress.  It  was  a  bipartisan  initiative  that  said,  basically, 
we  want  you  to  achieve  results  and  we  have  used  the  DFA  as  a 
model  for  reforms  that  we  have  made  at  AID.  So  we  consider  it  im- 
portant to  have  a  Development  Fund  for  Africa. 

We  recognize  that  last  year  the  Congress  chose  not  to  put  that 
account  in  as  a  separate  account.  We  have  asked  for  it  again.  We 
shall  see  how  the  Congress  acts  on  that  issue. 

Mr.  Knollenberg.  The  recent  events  in  Liberia  must  have  pro- 
duced some  obstructions  for  you.  I  understand  that  assistance  has 
to  be  a  part  of  our  foreign  policy;  it  is  an  instrument.  But  I  also 
know  that  political  upheaval  and  that  kind  of  thing  gets  in  the 
way.  In  terms  of  the  flow  of  investment  from  your  arena  into  that 
community,  how  much — into  those  various  communities,  how  much 
of  that  is  guided  by — or  influenced  by  the  political  upheaval  in 
some  of  those  countries? 

You  mentioned  some — Zimbabwe,  for  example,  which  I  think  you 
cited  as  a  growing  nation,  and  a  couple  of  others,  and  I  don't  dis- 
agree with  those.  But  how  do  you,  in  administrating  your  role,  how 
do  you  really  deal  with  the  political  problems  that  develop? 

We  can  talk  about  emerging  economies,  but  if  there  is  somebody 
there  that  doesn't  want  this  economy  to  emerge  for  a  variety  of  rea- 
sons, they  are  going  to  stand  in  the  way.  How  do  you  best  deal  with 
that?  I  know  you  mentioned  in  your  commentary,  in  your  written 
testimony,  that  Africa  is  a  market  of  500  million  people.  Did  you 
just  say  800  million? 

Mr.  Atwood.  Well,  you  probably  have  the  right  number. 

Mr.  Knollenberg.  Well,  I  am  just  quoting  you. 

Mr.  Atwood.  If  you  are  quoting  me,  you  have  the  right  number, 
Mr.  Knollenberg.  Actually,  the  500  million  figure  refers  to  sub-sa- 
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haran  Africa;  a  recent  update  makes  it  closer  to  600  million  (575 
million  in  1994). 

Mr.  Knollenberg.  That  is  a  huge  market.  I  suspect  that  a  good 
chunk,  a  good  percentage  of  that  is  in  the  arena  of  this  politically 
unstable  area.  And  I  wonder,  how  does  that  guide  you  right  now? 
It  has  to  be  a  problem  for  you. 

Mr.  Atwood.  Well,  I  mentioned  in  my  opening  remarks  how  im- 
portant it  was  for  us  to  be  involved  in  work  that  encourages  gov- 
ernments to  be  accountable  to  their  people,  to  be  more  open  so  that 
they  are  not  corrupt,  so  that  we  can  understand  what  we  are  deal- 
ing with,  and  to  allow  their  people  to  participate.  That  is  demo- 
cratic governance.  That  is  why  I  think  it  is  important  for  us  to  be 
involved  in  those  things  in  order  to  support  the  other  things  we  are 
doing  to  create  free  market  and  to  deal  with  the  other  problems. 
That  is  crucial. 

But  I  want  to  make  a  larger  case  for  the  entire  150  account. 
When  we  shortchange  ourselves  and  we  see  problems  on  the  hori- 
zon, like  Liberia — we  intervened.  We  encouraged  the  ECOWAS 
group,  the  West  Africans,  to  go  in  with  a  military  group  to  try  to 
settle  that  problem,  to  try  to  create  a  government  of  reconciliation, 
to  bring  about  a  transition  that  would  bring  peace.  But  frankly,  we 
didn't  have  enough  money  to  support  that  ECOWAS  group.  We 
didn't  have  enough  peacekeeping  money  to  help  them  adequately, 
in  my  personal  opinion. 

Mr.  Knollenberg.  There  is  nothing  else  out  there  that  might  be 
engaged  in  that  role,  other  than  what  you  are  doing? 

Mr.  Atwood.  Well,  no,  it  is  not  just  what  I  am  doing.  I  am  talk- 
ing about  really  the  State  Department's  peacekeeping  account,  in 
that  case.  That  is  the  kind  of  thing  we  suffer,  because  we  have  now 
had  to  use  our  military  to  rescue  Americans.  We  have  had  to  use 
a  lot  of  humanitarian  money,  Food  for  Peace  money  and  the  like 
that  we  wouldn't  have  had  to  spend  if  we  had  been  successful  in 
keeping  that  problem  down  in  the  first  instance.  So  we  watch  those 
things  carefully. 

In  our  greater  initiative,  we  have  set  up  a  system,  encouraged 
the  African  nations  to  set  up  a  system  of  early  warnings  so  that 
they  could  look  at  potential  conflicts.  We  recognize  that  in  that  re- 
gion, the  biggest  source  of  conflict  is  food  shortages  and  growing 
populations.  So  the  governments  have  now  reconstituted  their 
intergovernmental  group  called  GAD  to  deal  with  early  warning. 

We  have  helped  them  put  an  Internet  system  in  so  that  they  can 
communicate — sort  of  like  our  hotUne  with  Russia  in  the  old  days. 
They  can  communicate  with  one  another,  and  we  can  try  to  help 
prevent  crisis.  If  we  can  prevent  crisis  of  the  type  that  happened 
in  Somalia,  then  we  can  save  our  taxpayers  millions  of  dollars. 
That  is  our  view. 

Unfortunately,  the  150  account  is  much  too  small  now  to  allow 
us  to  do  a  lot  of  that  kind  of  work,  and  the  consequence  is  going 
to  be  that  I  think  we  are  going  to  end  up  spending  more  money 
in  the  long  run. 

Mr.  Knollenberg.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you. 
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HAITI 


With  respect  to  Haiti,  I  am  sure  you  have  been  briefed  on  the 
Haiti  hearing  that  we  had  last  month.  But  subsequently,  several 
Senate  and  House  committees  have  sent  our  staff  to  Haiti  to  look 
for  ourselves,  and  I  think  as  you  know,  Ms.  Pelosi  and  I  are  plan- 
ning a  trip  also  to  get  a  better  observation  as  to  what  is  taking 
place  in  Haiti. 

When  the  staff  went  there,  they  didn't  focus  on  AID  projects,  but 
I  did  ask  them  to  examine  the  status  of  economic  reform  and  pri- 
vatization. With  respect  to  economic  reform  and  privatization  as  a 
condition  of  USAID  to  Haiti,  did  AID  take  into  consideration  any 
progress  or  advances  being  made  with  respect  to  privatization  and 
economic  reform  in  their  consideration  of  aid  to  Haiti? 

Mr.  Atwood.  Yes,  Mr.  Chairman,  indeed  we  have.  We  have  been 
pressing  the  Haitian  Government  to  move  ahead  with  privatiza- 
tion. When  President  Preval  came  to  Washington  a  few  weeks  ago, 
I  chaired  an  interagency  meeting  with  him  and  his  economic  staff 
to  make  him  aware  of  what  Haiti  was  losing  by  not  moving  ahead 
with  privatization.  And  he  basically  very  forcefully  told  us:  You 
don't  have  to  tell  me.  I  am  committed  to  doing  this,  and  I  am  going 
to  do  it.  And  I  am  going  to  reopen  the  discussions  with  the  IMF 
on  this  question — I  believe  he  said  by  April  15. 

But  I  think  the  plans  for  those  discussions  have  taken  place.  The 
key  issue  here  is  whether  he  is  going  to  let  bids  on  some  crucial 
government-controlled  industries  right  now. 

We  had  given  him  some  balance  of  payment  support.  The  last 
tranche  was  $15  million.  It  was  conditioned  on  their  moving  ahead 
with  privatization.  We  had  given  them  all  but  $4.6  million  of  that, 
and  when  they  hadn't  yet  moved  ahead,  we  said  we  can't  give  you 
the  rest.  So  that  is  hanging  out  there.  But  there  is  an  awful  lot 
more  at  stake  for  the  Government  of  Haiti  if  they  don't  move  in 
this  direction,  including  about  $140  million  of  World  Bank  money 
that  they  can't  get  access  to  because  they  haven't  done  this.  It  is 
one  of  the  requirements  that  they  will  have  to  meet  if  they  are 
going  to  meet  the  IMF  letter  of  intent. 

Mr.  Callahan.  Why  wouldn't  they  proceed  with  privatization  of 
all  the  10  industries  there  that  were  recognized  as  industries  that 
could  potentially  be  immediately  privatized? 

UKRAINE 

Mr.  Atwood.  It  is  the  same  problem  we  face,  Mr.  Chairman,  in 
places  like  the  Ukraine.  People  who  have  been  in  governments 
that,  in  my  opinion,  have  too  much  control  over  their  economy,  are 
afraid  to  take  the  first  step.  Because  what  the  first  step  means  is 
that  as  soon  as  that  company  is  privatized,  a  lot  of  people  are  going 
to  have  to  be  put  out  of  work,  because  they  are  not  efficiently  run. 

We  are  trying  to  explain  to  these  governments  that  this  is  a  bur- 
den on  you.  You  are  not  getting  the  tax  revenues  that  you  would 
get  if  this  company  were  a  successful  private  company,  and  you  are 
paying  to  handle  this  burden.  Countries  like  Mexico  that  have  done 
it,  and  have  been  successful.  There  are  many  other  success  stories 
where  people  have  privatized  and  really  have  gained  a  great  deal. 
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But  for  people  who  have  operated  under  a  different  economic  phi- 
losophy, and  that  is  true  of  many  of  the  people  in  Haiti,  but  not 
this  President,  President  Preval,  it  is  difficult  politically  to  get  that 
point  across,  because  taking  that  first  step  means  putting  a  lot  of 
people  out  of  work,  and  in  an  economy  where  there  is  70  percent 
unemployment,  they  are  looking  to  maintain  political  stability. 

You  have  a  country  that  doesn't  have  yet  an  adequate  rule  of  law 
society.  You  have  a  police  force  that  isn't  adequate  to  the  task  yet, 
although  it  is  improving  every  day.  You  have  a  justice  system  that 
doesn't  work.  We  are  trying  to  make  it  work;  we  are  trying  to  help 
them  make  it  work.  It  is  a  long-range  project,  when  you  consider 
the  fact  that  70  percent  of  the  people  are  illiterate;  their  education 
facilities  are  not  there;  a  lot  of  people  are  unhealthy. 

It  is  the  poorest  country  in  our  region,  and  it  is  a  real  problem 
for  us,  because  it  is  so  close  to  us.  We  have  to  keep  trying  to  fix 
this  problem,  for  our  own  interests. 

Mr.  Callahan.  I  recognize  the  70  percent  unemployment  factor, 
but  I  recognize  also  that  if  the  only  economy  Haiti  has  is  American 
or  international  aid,  and  the  military — ^you  know,  we  have  spent 
$2.6  billion  militarily.  When  you  look  at  the  GNP  and  you  look  at 
the  economy  of  Haiti,  the  unemployment  last  month  was  80  per- 
cent, and  nothing  had  been  accomplished  with  respect  to  privatiza- 
tion. You  still  had  human  rights  violations  and  murders  that  alleg- 
edly took  place  that  were  performed  by  the  new  police  force. 

These  people  are,  as  we  understand  it,  responsible  for  the  seven 
murders  that  took  place  under  the  guise  of  some  police  protection 
for  the  people.  The  fact  that  they  were  shot  in  the  back  of  the  head 
while  they  were  asleep  gives  an  indication  to  me  that  they  weren't 
rioting.  And  yet  we  just  turn  our  backs. 

The  Haitian  Government,  we  understand,  has  said  in  response  to 
us,  that  the  people  responsible  for  these  execution-style  activities 
have  been  reassigned  to  other  areas  of  the  government.  It  is  not 
our  mission,  to  reward  people  for  that. 

We  have  demanded  that  these  people  be  held  accountable,  and 
yet  they  are  not.  We  have  demanded  that  they  privatize,  and  yet 
they  don't.  Yet  we  continue  to  send  additional  aid,  even  to  the  point 
where  we  are  interfering  now  with  the  rest  of  Latin  America  and 
the  Caribbean.  We  are  telling  them  to  sacrifice  so  we  can  send 
money  to  Haiti,  and  we  are  telling  Haiti,  here  is  more  money  and 
they  are  not  doing  what  we  requested.  So  we  have  to  recognize 
this. 

And  I  am  concerned  by  the  trend  we  are  setting.  $2  billion  plus 
military,  $60  million  in  ESF  and  $24  million  in  AID  development 
assistance.  The  1997  proposal  has  $80  million  in  ESF.  What  we  are 
doing  is  telling  the  rest  of  the  countries  in  this  hemisphere,  we 
know  you  have  needs,  we  know  you  have  made  progress,  we  know 
that  you  are  changing  your  governments  and  stopping  the  human 
rights  violations  and  privatizing  your  industries,  so  you  can  drop 
dead.  We  are  going  to  give  all  our  money  to  a  country  that  is  not 
doing  any  of  those  things. 

Unfortunately  this  year,  it  appears,  we  are  going  to  have  to  limit 
the  percentage  of  money  that  can  be  spent  in  any  form  in  Haiti, 
the  money  that  is  available  for  this  hemisphere  and  our  Latin 
American-Caribbean  needs. 


45 

We  just  can't  let  things  go,  and  we  can't  let  progress  stop  in 
other  areas  that  have  been  successful,  because  of  this  problem  in 
Haiti.  I  know  it  is  a  problem.  I  don't  think  there  is  any  doubt  that 
the  United  States  has  done  its  fair  share.  You  could  pump  $400 
million  into  Haiti  this  year,  and  you  wouldn't  correct  the  problem; 
you  wouldn't  correct  the  problem  of  unemployment;  you  wouldn't 
correct  the  problem  of  privatization;  you  wouldn't  correct  the  prob- 
lem of  human  rights  violations.  And  then  at  the  end  of  the  year, 
you  would  still  be  right  where  you  are.  So  I  am  just  giving  you  ad- 
vance notice  that  I  am  concerned  about  the  fact  that  we  have  the 
problems  we  have  in  Haiti,  but  I  am  not  willing  to  ignore  the  needs 
of  the  rest  of  the  countries  that  are  making  advancements  in  this 
hemisphere. 

I  wish  you  would  comment  on  any  progress  that  you  have  seen 
recently  in  Haiti. 

Mr.  Atwood.  Yes,  Mr.  Chairman. 

I  believe  we  are  making  progress  in  Haiti,  and  making  progress 
on  all  of  the  issues  wherein  we,  you  and  we  agree  we  should  be 
making  progress.  I  believe  that  in  the  next  few  months  you  will  see 
major  steps  being  taken.  There  will  be  a  letter  of  intent  signed 
with  the  IMF  and  there  will  be  progress  made  on  privatization. 

We  are  struggling,  obviously,  to  put  a  justice  system  in  place,  to 
give  the  Haitian  Government  the  capacity  to  investigate  some  of 
the  human  rights  abuses  that  you  have  talked  about.  We  don't 
have  any  difference,  philosophical  differences,  for  example,  with  the 
Dole  amendment  that  urges  us — to  insist  that  the  Government  of 
Haiti  conduct  an  investigation  on  some  of  these  murders  before  we 
release  certain  monies  to  them.  So  we  are  on  the  same  wavelength. 

This  is  a  serious  problem  of  lack  of  resources  in  Haiti  to  do  these 
jobs.  A  lot  of  progress  has  been  made  recently  in  strengthening  this 
special  investigative  unit.  A  person  has  been  named  to  choose  it. 
There  is  a  good  new  chief  of  police  and  a  good  new  minister  of  jus- 
tice in  place.  They  need  support  if  we  are  going  to  see  progress 
made  in  these  areas. 

But  as  we  talk  about  human  rights  abuses,  I  must  point  out  that 
the  human  rights  abuses  were  so  much  more  severe  during  the  pe- 
riod when  the  government  that  was  in  charge  was  not  a  popular 
government.  This,  I  think,  when  a  person  is  elected  by  80  percent 
of  the  vote,  one  has  to  say  it  is  a  popular  government,  and  certainly 
President  Aristide  was  a  popular  President. 

The  human  rights  abuses  are  serious.  We  take  them  seriously, 
and  we  want  the  Haitian  Government  to  pursue  them.  We  also 
want  to  give  them  the  wherewithal  to  avoid  them  in  the  future. 
That  is  a  long-run  proposition. 

With  respect  to  the  rest  of  Latin  America,  we  did  initially  reallo- 
cate money  for  Latin  America,  because  again,  Haiti  was  seen  by 
both  parties  in  this  country  and  certainly  by  our  people  as  a  seri- 
ous problem.  Even  during  the  Bush  administration,  it  was  a  prob- 
lem that  needed  to  be  resolved.  We  were  spending  an  awful  lot  of 
money  to  try  to  prevent  people  from  getting  into  boats  and  coming 
into  this  country. 

Mr.  Atwood.  The  amount  of  money  that  we  reallocated  in  order 
to  help  our  military  stabilize  the  situation  and  to  create  an  exit 
strategy  so  that  they  could  leave  I  think  was  minimal  compared  to 
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the  amount  we  spent  on  their  presence  and  on  the  amount  that  we 
spent  prior  to  their  having  gone  into  Haiti. 

I  think  to  a  very,  very  large  extent  the  problem  that  we  faced  in 
the  Bush  administration  and  the  early  part  of  the  Clinton  adminis- 
tration has  been  resolved.  To  that  extent  it  was  a  very  important 
foreign  policy  success.  We  will  continue  to  struggle  with  a  very  dif- 
ficult development  challenge. 

A  lot  of  the  work  that  we  do  in  Haiti  is  of  a  transitional  nature. 
We  wanted  to  get  these  military  people  demobilized  so  that  they 
would  not  become  a  problem  and  a  threat  to  the  society,  so  we  put 
education  programs  in  place.  Yes,  a  lot  of  them  haven't  yet  been 
placed  in  jobs,  but  when  you  have  70  percent  unemployment,  you 
have  a  problem. 

We  obviously  would  like  to  see  the  environmental  deterioration 
that  has  occurred  reversed,  and  we  are  trying  to  invest  in  that. 

One  very  significant  thing  about  our  program  in  Haiti  is  that  it 
leverages  money  from  other  donors.  Haiti  is  in  our  backyard. 
Bosnia  is  in  the  Europeans'  backyard.  If  we  do  not  invest  adequate 
sums,  we  are  not  going  to  get  the  Europeans  to  help  us  in  Haiti, 
and  we  will  not  get  the  European  bank  to  put  resources  in  Haiti. 

I  would  ask  that  you  think  seriously  about  the  levels  that  you 
permit  us  to  spend  in  Haiti.  It  is  an  important  investment  and  in 
our  backyard.  It  is  to  keep  trying  to  solve  a  problem  that  the  last 
two  administrations  has  seen  as  a  very  significant  problem.  So  that 
is  my  rejoinder. 

Mr.  Callahan.  Well,  as  I  mentioned,  I  prefer  not  to  do  it,  but 
if  we  need  additional  money  for  Haiti,  and  we  are  going  to  say  it 
is  our  priority  in  this  hemisphere,  that  is  fine.  But  then  what  you 
should  do  is  request  more  money  for  this  hemisphere.  My  problem 
is  not  so  much  the  money  you  are  spending  in  Haiti,  it  is  the  per- 
centage of  the  money  for  this  hemisphere,  you  are  spending  there. 

So,  therein  lies  the  problem.  If  Haiti  is  that  crucial,  then  the  ad- 
ministration should  come  forth  with  a  specific  request  for  Haiti. 
But  to  say  that  we  are  going  to  put  just  so  much  money  into  the 
ESF  account  and  so  much  money  into  this  hemisphere  account  and 
to  spend  all  of  it  in  Haiti  is  not  the  answer. 

If  it  is  of  such  a  high  priority,  and  if  it  is  that  important,  then 
you  ought  to  come  and  request  a  specific  amount  for  Haiti,  and 
then  continue  your  participation  in  other  countries  such  as  Jamaica 
and  Nicaragua  and  Guatemala  and  El  Salvador.  To  continue  the 
progress  we  are  making  there.  We  can  see  benefits  there.  So  why 
should  we  set  them  back  20  years  if  we  are  going  to  put  all  of  our 
money  in  Haiti  which  is  not  going  to  move  up  at  all? 

They  have  not  made  any  significant  progress,  I  don't  think,  in 
Haiti.  Some  people  might  disagree  with  that,  but  economically  they 
have  not.  Privatizationwise  they  haven't.  Human  rights  viola- 
tions— maybe  there  are  fewer  human  rights  violations  taking  place 
now  than  took  place  before  Aristide  won  the  election  there.  Maybe 
that  is  a  good  reason.  But  we  should  not  neglect  other  countries  in 
this  hemisphere  for  the  benefit  of  Haiti. 

If  you  need  specific  amounts  for  Haiti  over  and  above  what  is 
available  in  any  of  the  funds,  without  destroying  the  progress  we 
have  made  in  other  areas,  then  you  should  come  and  ask  specifi- 
cally for  additional  monies. 
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We  talk  about  other  nations  participating  in  the  economy  of 
Haiti.  It  is  in  our  backyard,  and  the  other  nations  ought  to  be  ap- 
preciative of  our  miHtary  contribution  as  well  as  they  should  be  ap- 
preciative of  what  we  have  done  in  Bosnia.  I  don't  think  many  of 
them  are,  but  nevertheless  we  never  consider  our  military  contribu- 
tion a  part  of  our  contribution  toward  the  well-being  of  a  commu- 
nity. 

They  are  telling  us  in  Bosnia,  spend  $4  billion  or  $5  billion  in 
Bosnia.  Send  your  troops  over  here.  Send  your  ships,  your  planes, 
protection,  and  then  they  are  halfway  critical  of  us  because  we 
were  slower  than  some  nations  in  appropriating  the  first  part  of 
our  reconstruction  effort.  We  have  to  consider  the  $2  billion  of  mili- 
tary efforts  that  we  put  into  Haiti  is  a  part  of  a  contribution  that 
has  not  yet  done  anything  other  than  to  provide  for  an  election  of 
a  group  who  are  now  killing  people  because  of  political  reasons. 

I  know  we  cannot  resolve  that,  and  we  have  had  a  full  hearing 
on  that. 

Mr.  Torres,  do  you  have  further  questions? 

Mr.  Torres.  Yes,  Mr.  Chairman,  and  let  me  just  address  myself 
to  this  discussion  on  Haiti.  I  understand  your  concern,  and  I  obvi- 
ously understand  where  you  are  coming  from  based  on  what  you 
have  access  to,  reporting  and  documentation. 

I  only  want  to  make  the  point  that  we  are  dealing  with  a  coun- 
try, Haiti,  that  has  been  the  poorest  country  in  the  hemisphere, 
who  has  undergone  200  years  of  oppression  and  dictatorial  rule  and 
misrule,  and  we  cannot  expect,  I  would  say,  in  a  year's  time,  maybe 
more,  two  years,  to  suddenly  become  one  of  our  more  bright  stars 
in  the  hemisphere. 

You  indicate  that  you  don't  have  any  information  as  to  any  sig- 
nificant changes  in  Haiti,  but  there  are  some.  There  are  some.  I 
personally  happen  to  work  with  a  nonprofit  foundation  here  in 
Washington,  the  Pan  American  Development  Foundation,  which 
has  substantial  programs  in  Haiti,  and  I  know  that  I  met  with 
them  recently.  I  am  informed  that,  according  to  IMF  estimates,  the 
GDP  has  increased  3.5  percent  after  a  decline  of  11  percent  during 
the  proceeding  12  months.  That  is  a  change.  And  for  the  first  time 
since  1980,  per  capita  income  has  increased. 

I  know  there  has  been  some  significant  agricultural  accomplish- 
ment. 84,000  farm  families,  some  400,000  beneficiaries,  have  been 
reached  with  sustainable  food  production  and  land  use  practices  re- 
sulting in  the  increased  farm  income  and  environmentally  sound 
resource  management.  This  is  a  change. 

I  think  that  in  AID's  extending  credit  through  the  enterprise 
credit  program  has  provided  financing  for  over  a  thousand  loans  to 
micro  and  small  businesses  for  working  capital  and  for  startup 
costs,  generating  approximately  800  jobs.  That  is  a  change.  And 
saving  about  1,300  more  jobs,  that  is  a  change. 

And  I  certainly  want  to  commend  the  Administrator  for  raising 
the  priority  of  microcredit  within  AID.  I  understand  that  under 
your  leadership,  Mr.  Atwood,  you  have  provided  for  a  microcredit 
office  within  AID,  and  perhaps  that  has  now  moved  the  World 
Bank  to  do  the  same  in  providing  for  a  microcredit  fund. 

President  Wolfensohn  was  here  with  us  a  number  of  months  ago, 
and  we  talked  with  him  about  the  priorities  that  the  World  Bank 
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ought  to  put  in  that  direction.  We  met  with  President  Iglesias  and 
prodded  him  to  do  the  same.  I  understand  the  relationship  that  you 
have  with  NGOs  who  are  doing  much  of  this  work  in  leveraging  re- 
sources from  the  World  Bank  and  other  donors. 

My  question,  Mr.  Atwood,  is — and  before  I  ask  the  question, 
given  the  fact  that  you  have  told  us  that  you  are  going  to  be  closing 
down  missions — I  am  not  sure  that  you  are  closing  down  Haiti's 
mission.  You  have  not  indicated  that  yet — but  in  the  hemisphere 
and  around  the  world,  how  can  you  strengthen  AID's  support  for 
these  NGOs  that  include  expanding  central  funding  in  order  to 
help  build  the  capacity  of  the  NGO  networks  that  are  so  important 
to  microcredit  enterprise  systems? 

MICROENTERPRISE 

Mr.  Atwood.  Mr.  Torres,  when  we  announced  our  microenter- 
prise  initiative  last  year,  we  made  a  commitment  that  we  would  ex- 
pand that  central  funding,  and  we  have  kept  our  commitment.  We 
have  NGOs  that  are  enthusiastic  about  their  work.  We  have,  of 
course,  learned  this  from  a  person  from  Bangladesh,  Mohammed 
Yunis,  who  had  the  Grameen  Bank  idea.  It  isn't  exactly  an  Amer- 
ican idea.  On  the  other  hand,  it  is  as  American  as  apple  pie. 

I  don't  think  we  run  a  program  that  is  more  popular  among  Re- 
publicans and  Democrats  than  the  microenterprise  program  be- 
cause basically  what  it  says  is  if  you  can  gain  access  to  some  small 
amount  of  capital,  you  can,  yourself,  start  a  business.  You  can  be- 
come an  entrepreneur.  You  can  become  a  capitalist  in  a  very  micro, 
small  sense  of  the  word. 

And  we  have  managed,  by  setting  up  banks  like  the  Grameen 
Bank  in  places  like  Bolivia  and  Honduras,  to  create  huge  amounts 
of  capital  that  are  available  for  even  additional  loans,  so  the 
amount  that  is  available,  the  number  of  jobs  that  are  created  is 
really  quite  extraordinary. 

You  are  right,  it  is  something  that  the  World  Bank  has  become 
very  interested  in.  We  have  sent  an  advisor  to  help  them  set  up 
their  program.  We  believe  that  is  one  of  the  crucial  ways  in  which 
AID  does  influence  what  the  donors  do.  We  are  able,  because  of  our 
program  and  because  of  the  ingenuity  of  our  people  and  the  rich 
country  that  we  tap  into,  to  be  more  innovative  with  respect  to  de- 
velopment than  other  countries  can  be,  and  we  teach  a  lot  of  these 
countries  the  new  way.  We  have  encouraged  the  World  Bank  to  do 
that,  and  they  will  put  a  lot  more  money  into  microenterprise  than 
we  ever  could,  but  we  consider  that  to  be  our  success  as  well. 

Mr.  Torres.  Thank  you. 

Well,  I  hope  that  even  my  concern  as  well  as  the  Chairman's  and 
the  committee's  on  Haiti  and  the  issues  there,  that  you  will,  as  he 
indicated,  think  through  the  kind  of  budget  allocations  that  should 
be  made  to  Haiti  as  opposed  to  the  entire  hemisphere,  as  he  indi- 
cated that  he  could  see  a  more  precise  priority. 

Mr.  Chairman,  I  have  no  further  questions. 

Mr.  Callahan.  Thank  you. 

I  have  further  questions.  I  have  often  wondered  sitting  in  your 
seat  how  relieved  you  are  when  bells  ring,  because  you  think  they 
are  not  coming  back,  and  they  will  submit  the  rest  of  the  questions, 
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and  that  is  exactly  what  we  are  going  to  do  is  submit  the  rest  of 
the  questions. 

Mr.  Atwood.  I  am  relieved,  Mr.  Chairman. 

Mr.  Callahan.  I  can  imagine  that  it  is  like  your  parents  chewing 
you  out  about  all  the  bad  things,  and  you  are  sitting  there  talking, 
talking,  talking,  and  finally  they  let  you  go  to  bed.  And  thank  God 
they  didn't  ask  about  the  other  things. 

We  have  a  number  of  questions  for  the  record  which  we  would 
like  you  to  answer  and  return  to  the  committee  by  Friday,  May 
3rd. 

Mr.  Torres,  with  respect  to  Haiti,  what  I  was  saying  about  Haiti 
is  that  we  ought  not  neglect  the  other  countries.  If  they  need  spe- 
cific proposals  for  Haiti,  then  they  ought  to  come  and  tell  us  what 
their  needs  are  and  let  us  decide  whether  or  not  there  is — that  is 
one  of  our  priorities  with  the  monies  available.  But  we  should  not 
neglect  or  should  not  help  Haiti  at  the  expense  of  the  other  needy 
countries  in  the  Caribbean  and  in  Central  America.  So,  that  is  my 
problem. 

Even  though  we  disagree,  I  remember  when  Harry  Wu  was  im- 
prisoned in  China,  everybody  was  up  in  arms.  Let's  cut  off  all  trade 
to  China.  Let's  get  this  guy  out  of  prison.  That  is  a  human  rights 
violation.  And  now  we  have  an  indication  that  six  or  seven  people 
were  murdered  by  this  government  in  our  backyard,  and  we  are  ig- 
noring that.  We  are  just  saying,  well,  the  government  there  now 
tells  us  that  they  are  going  to  give  us  a  report,  and  we  just  over- 
look that,  and  I  don't  think  we  should  overlook  it. 

So,  we  have  mandates  in  place  with  respect  to  human  rights  vio- 
lations, with  respect  to  requesting  some  report  which  we  have  not 
gotten  yet,  some  justification  or  what  penalty  is  going  to  be  given 
to  these  people  responsible.  We  have  had  requests  in  their  de- 
mands in  there  for  privatization,  which  have  not  yet  been  met. 

So,  I  think  if  we  are  going  to  have  demands,  and  these  demands, 
other  than  initiated  by  the  administration,  they  were  the  ones  that 
said  privatization  is  part  of  this,  and  yet  they  have  not  accom- 
plished not  a  single  one,  to  my  knowledge — and  I  think  they  did 
try  to  do  it  with  a  flour  mill  or  something,  but  it  is  not  working, 
and  the  reason,  they  say,  is  because  it  will  create  unemplo3rment. 

The  GDP  advances  that  you  mentioned  are  strictly  because  of 
foreign  aid  input.  Nothing  has  been  done  in  Haiti  to  increase  GDP. 
The  only  figure  that  has  caused  that  to  go  up  is  foreign  aid  being 
dumped  in  there.  And  unemployment,  the  only  reason  it  is  up  is 
because  of  the  military  that  was  there.  So — and  the  needs  that 
they  had  in  hiring  local  people  to  facilitate  some  of  their  needs.  So 
there  has  been  no  progress,  and  nothing  else  is  different.  Quality 
of  life  is  not  better,  except  the  murders  and  the  executions  are  less. 
They  are  not  stopped,  they  are  just  less,  which  is  progress. 

Mr.  Atwood.  Mr.  Chairman,  may  I  just,  for  the  record,  say  one 
thing?  We  did  reallocate  money  from  other  Latin  American  coun- 
tries in  early  1995.  We  are  aslang  for  a  budget  that  we  think  ade- 
quately funds  those  other  countries  as  well  as  Haiti,  and  I  just 
want  to  make  that  clear  for  the  record.  And  if  you  give  us  every- 
thing we  ask  for,  we  won't  have  any  problems. 

Mr.  Callahan.  Well,  I  know,  and  in  looking  at  that  request,  even 
if  we  gave  you  everything  you  requested  you  are  going  to  cut  Ja- 


50 

maica  30  percent.  You  are  requesting  to  cut  El  Salvador  59  per- 
cent. You  tell  us  that  the  way  you  are  going  to  accomplish  it  if  we 
give  you  all  the  money  you  want  is  by  cutting  the  other  areas  and 
the  other  countries  of  Latin  America  and  Central  America  and  the 
Caribbean.  So  you  admit  up  front.  Give  us  all  we  want.  If  we  give 
it  to  you,  what  you  are  going  to  do  is  cut  these  other  countries  to 
give  Haiti  a  larger  share  of  the  pie. 

Haiti  ought  to  share  in  the  money  available  for  this  hemisphere, 
period.  If  you  need  additional  supplemental  monies  for  Haiti,  then 
I  think  you  ought  to  come  to  us  and  say  this  thing  is  so  crucial  that 
we  need  a  direct  appropriation  for  Haiti,  rather  than  take  it  at  the 
expense  of  other  countries  in  this  hemisphere. 

We  thank  you  for  coming  and  being  with  us.  We  look  forward  to 
working  with  you. 

Mr.  Atwood.  Thank  you,  Mr.  Chairman. 

[Questions  and  answers  for  the  record  follow:] 

Questions  for  the  Record  Submitted  by  Chairman  Callahan 

Child  Survival  and  Disease  Programs 

Mr.  Callahan.  The  1996  appropriations  act  includes  a  separate  allocation  of  $484 
million  for  child  survival  and  disease  programs.  Together  with  funds  in  the  disaster 
assistance  account  and  the  Economic  Support  Fund,  $530  million  was  directed  to- 
ward these  activities,  including  $100  million  for  UNICEF  and  $300  million  for  child 
survival. 

The  Administration  wants  to  eliminate  my  bill  language  to  protect  these  activi- 
ties. It  also  wants  to  cut  UNICEF  by  10%. 

The  total  of  $300  million  for  child  survival  activities  in  1996  represents  an  in- 
crease of  $25  million  over  the  amounts  identified  for  1995. 

The  Agency  states  it  is  meeting  the  child  survival  and  disease  programs  earmark. 
However,  funding  for  individual  programs  the  Congress  has  identified  in  report  lan- 
guage would  not  be  fiiUy  funded  under  the  proposed  operating  year  budget  of 
USAID.  For  instance: 

the  conference  report  recommended  that  $20  million  be  provided  for  the  deliv- 
ery of  polio  vaccines  in  an  effort  to  quickly  eradicate  the  disease;  the  Agency 
is  proposing  $17  million,  of  which  only  $7  million  is  for  direct  purchase  and  de- 
livery of  polio  vaccines; 

the  conference  report  recommended  last  year's  level  for  HIV/AIDS  activities, 
or  approximately  $118  million;  the  Agency  is  proposing  $114  million; 

the  conference  report  recommended  $25  million  for  micronutrients,  such  as 
Vitamin  A  supplements  for  mothers  and  their  children;  the  agency  is  proposing 
$20  miUion. 
At  the  same  time,  USAID  has  proposed  that  so-called  "other  child  survival"  pro- 
grams would  be  funded  at  a  level  of  $179  million — $43  million  over  the  level  of 
1995. 

Specifically,  what  are  these  "other  child  survival  programs'?  Do  these  allocations 
mean  that  USAID  is  prepared  to  increase  funding  only  for  its  own  programs,  while 
ignoring  the  intention  of  Congress? 

Answer.  USAID's  health  programs,  including  prevention  of  infectious  diseases, 
child  survival  and  maternal  health,  are  a  core  element  of  USAID's  development  as- 
sistance program.  Our  strategy  is  aimed  at  reducing  mortality  and  morbidity  in  the 
developing  world  by  focusing  on  the  key  threats  to  health  and  productivity.  Our  ob- 
jectives include  reducing  child  and  maternal  mortality  and  reducing  the  spread  of 
HIV/AIDS.  Controlling  malaria  and  other  diseases,  including  other  vector-borne  dis- 
eases, are  important  elements  of  both  our  research  agenda  and  country  programs 
in  areas  where  they  are  severe  threats  to  mortality  and  morbidity. 

The  programs  you  refer  to  as  "other  child  survival"  reflect  those  activities  not  cov- 
ered by  specific  subdirectives,  as  is  the  case  for  polio,  micronutrients,  and  orphans. 
These  other  programs  include  Diarrheal  Disease  Control,  Acute  Respiratory  infec- 
tions (pneumonia).  Immunizations  (other  than  polio).  Breastfeeding,  Nutrition  (other 
than  micronutrients)  specifically  targeted  to  Child  Survival,  Malaria  programs  tar- 
geted at  children,  Water,  Sanitation  and  Vector-Borne  Disease  Control  for  Child 
Survival,  High  Risk  Births,  and  Maternal  Health  for  Child  Survival.  These  program 
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interventions  address  the  major  causes  of  illness  and  death  among  infants  and 
young  children.  They  represent  areas  in  which  experience  has  shown  that  USAID 
has  a  comparative  advantage  and  where  we  can  most  effectively  help  build  sustain- 
able health  programs.  They  are,  therefore,  given  high  priority  by  USAID  and  are 
the  essence  of  our  Child  Survival  approach.  In  addition,  we  will  be  providing  the 
full  $20  million  for  the  Polio  Eradication  Initiative  in  FY96. 

Is  the  increase  of  $43  million  in  "other  child  survival"  programs  an  actual  increase 
in  ongoing  programs,  or  a  redefinition  of  other  programs  so  that  they  fit  under  the 
child  survival  earmark? 

Answer.  As  a  result  of  the  decision  to  fund  polio  eradication  at  $20  million,  the 
increase  is  $40  million,  not  $45  million.  This  increased  funding  will  support  the  ex- 
pansion of  important  on-going  programs  to  increase  the  availability  and  use  of  oral 
rehydration  therapy,  improve  diagnosis  and  treatment  of  acute  respiratory  infec- 
tions, extend  immunization  services,  and  provide  basic  maternal  health  services. 
These  activities  have  been  the  core  of  our  child  survival  program  over  the  last  dec- 
ade and  do  not  in  any  way  represent  a  redefinition. 

Is  USAID  using  a  different  definition  for  child  survival  programs  in  1996  from  the 
definition  used  in  1995?  Is  the  definition  used  in  1997  the  same  as  the  1996  defini- 
tion, or  different?  If  so,  in  what  way? 

Answer.  USAID  has  not  changed  its  definition  of  Child  Siu^val  from  that  used 
in  1995.  This  definition  was  discussed  earlier  with  the  staff  of  your  subcommittee. 
No  changes  are  being  considered  for  the  future. 

Specifically  what  is  the  level  proposed  (by  account)  for  child  survival  activities  for 
fiscal  year  1997?  What  is  the  level  proposed  (by  account)  for  adult  infectious  disease 
activities  for  fiscal  year  1997? 

Answer.  Given  the  oveiall  funding  outlook  for  USAID,  we  expect  to  fiind  Child 
Survival  in  FY  1997  at  90  to  95  percent  of  the  FY  96  level. 

HIV/AIDS  is  the  major  area  of  USAID's  program  in  infectious  diseases  which  fo- 
cuses on  adults.  Less  than  $17  million  over  the  last  three  fiscal  years  has  been  allo- 
cated for  diseases  such  as  onchocerciasis,  guinea  worm,  and  tuberculosis  which  af- 
fect primarily  adults.  A  total  of  $3.5  million  is  budgeted  for  onchocerciasis  in  FY 
97;  HIV/AIDS  funding  is  proposed  at  $114.2  miUion  in  FY  97,  which  includes  some 
funding  for  tuberculosis-related  activities. 

In  addition,  USAID's  work  in  malaria  ($10.5  milUon),  including  vaccine  develop- 
ment, water  and  sanitation,  dengue  hemorrhagic  fever  and  other  aspects  of  environ- 
mental health  ($24.5  miUion)  have  obvious  benefits  for  adults. 

Why  is  USAID  not  using  $20  million  for  the  purchase  and  delivery  of  polio  vac- 
cines? 

Answer.  USAID  has  launched  a  $20  million  polio  eradication  initiative  in  coordi- 
nation with  other  donors  and  partners  (the  Centers  of  Disease  Control  and  Preven- 
tion, the  World  Health  Organization,  UNICEF,  and  Rotary  International).  The  ini- 
tiative reflects  our  comparative  advantage  in  certain  areas  and  focuses  our  efforts 
on  key  elements  necessary  for  the  successfiil  eradication  of  polio.  USAID  will  focus 
on  operational  support,  strengthening  planning  and  management,  upgrading  the 
cold  chain  system,  developing  the  surveillance  network,  and  support  for  the  imple- 
mentation of  "mop-ups"  to  assvu-e  complete  elimination  of  the  disease.  USAID  will 
also  support  the  planning  and  implementation  of  national  immunization  days,  in- 
cluding helping  to  finance  the  costs  of  social  mobilization  needed  to  generate  de- 
mand for  services.  This  approach  was  discussed  with  and  agreed  to  in  a  recent 
meeting  with  our  key  partners.  It  was  also  agreed  that  purchase  of  polio  vaccine 
is  not  USAID's  comparative  advantage  and  that  this  area  is  being  covered  by  other 
partners  in  our  cooperative  effort  to  eradicate  polio  worldwide.  We  look  forward  to 
meeting  within  the  next  few  days  to  discuss  our  intentions. 

Child  Survival  II 

Mr.  Callahan.  Does  USAID  include,  in  the  preparation  of  each  child  survival 
project,  the  projected  impact  on  rates  of  child  morbidity  and  mortality?  Does  USAID 
report  on  the  measured  or  estimated  impact  on  rates  of  child  morbidity  and  mortal- 
ity for  each  child  survival  project,  at  project  midpoint  or  completion? 

Answer.  In  the  design  of  national  programs,  both  the  severity  (mortality  rates) 
and  the  magnitude  (the  number  of  children  dying)  are  considered  and,  in  most 
cases,  targets  set  regarding  the  anticipated  changes  in  mortality.  Virtually  all 
USAID  missions  with  Strategic  Objectives  in  Child  Survival  measure  mortality 
rates.  However,  due  to  the  inherent  difficulties  and  expense  in  measuring  mortality 
change  in  small  populations,  smaller  projects  generaJly  monitor  intermediate  re- 
sults, such  as  changes  in  the  availability,  quality,  and  use  of  child  survival  services. 
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Through  the  USAID-supported  Demographic  and  Health  Surveys,  the  Agency  will 
continue  to  monitor  infant  and  child  mortality  at  the  national  level. 

What  amounts  for  child  survival  have  been  funded  through  or  operating  by  pri- 
vate and  voluntary  organizations  and  indigenous  non-governmental  organizations  in 
1995  and  1996?  What  is  assumed  for  1997? 

Answer.  We  expect  the  amount  of  funding  channeled  through  U.S.  private  vol- 
untary organizations  and  indigenous  non-governmental  organizations  to  remain 
more  or  less  stable  at  the  FT  1994  level.  An  extensive  review  of  the  breakdown  of 
the  child  survival  portfolio  by  implementing  agent  for  FY  94  revealed  that  50%  of 
our  program  was  funded  through  non-governmental  organizations:  34%  through 
U.S.-based  PVOs;  3%  through  local  PVOs;  11%  through  U.S.-based  Non-govern- 
mental Organizations,  and  2%  through  local  Non-governmental  Organizations.  This 
represents  a  substantial  increase  over  levels  of  25  to  30  percent  in  the  late  1980s 
and  early  1990s.  These  figures  refer  only  to  the  primary  implementing  agency  re- 
ceiving the  funding.  Many  more  non-governmental  organizations  are  involved  as 
sub-grantees,  so  the  actual  percentage  is  undoubtedly  higher  than  50%.  Many  of  our 
U.S.-based  contractors  subcontract  with  local  groups  for  specific  activities,  funding 
for  which  is  not  captured  in  these  figures. 

Electronic  Interconnection  Involving  Colleges  and  Universities  in  Latin 

America 

Mr.  Callahan.  Mr.  Atwood,  it  is  six  months  since  our  conference  report  was  filed, 
and  it  is  three  months  since  our  bill  was  signed  into  law.  I'd  like  to  review  some 
of  our  directives,  apart  from  child  survival  and  disease  programs,  and  the  status  of 
USAID's  compliance  as  of  this  morning. 

Many  of  these  issues  have  been  discussed  with  staff,  but  I'd  like  you  to  review 
them  with  the  Subcommittee  for  the  record. 

What  has  been  done  to  establish  an  electronic  interconnection  involving  colleges 
and  universities  in  Latin  America? 

Answer:  USAID  has  15  linkages  between  19  U.S.  and  21  Latin  American  colleges 
and  universities  and  six  networks  involving  14  U.S.  and  31  Latin  American  colleges 
and  universities. 

These  Unkages  and  networks  utilize  Internet  connections  for  communication  pur- 
poses and  for  sharing  information.  Florida  universities  are  current  developing  a 
website  with  Latin  American  universities  to  focus  on  the  revitalization  of  the  admin- 
istration of  institutions  of  higher  education. 

Mr.  Callahan.  How  much  of  the  $117  million  1996  ESF  request  for  Latin  Amer- 
ica has  been  allocated  for  Latin  America,  as  urged  by  the  conference?  (As  you  know, 
the  amount  for  Haiti  is  now  limited  to  $60  millions).  Is  all  of  that  available  for  obli- 
gation? 

Answer.  Of  the  $117.8  million  request,  $95.3  million  has  been  made  available  for 
obligation  for  Latin  America  as  shown  below.  These  funds  represent  81  percent  of 
the  request  level  for  unearmarked  ESF.  In  contrast,  USAID  received  overall  only 
71  percent  of  its  request  for  unearmarked  ESF. 

Millions  of  dollars 
ESF 

El  Salvador 15.962 

Guatemala  6.038 

Haiti  60.000 

Nicaragua  3.000 

LAC  Regional  10.300 

Total  95.300 

The  table  above  is  based  on  preliminary  ESF  fiinding  levels. 

Mr.  Callahan.  How  much  has  been  allocated  to  sustain  the  Women  in  Develop- 
ment Office  relative  to  the  $11  million,  urged  by  the  conference? 

Answer.  Like  virtually  all  USAID  operating  units,  the  Office  of  Women  in  Devel- 
opment will  suffer  budget  cuts  in  Fy96.  We  anticipate  providing  the  Office  with  a 
core  budget  of  $7  million.  An  additional  $1  million  will  be  transferred  to  the  Office 
from  the  ENI  Bureau.  While  these  cuts  are  unfortunate,  it  is  important  to  note  that 
the  WID  Office  is  now  well  staffed  and  operating  under  a  tightly  focused  strategic 
plan  with  key  contracts  and  grants  in  place.  Thus,  I  am  confident  that  for  the  first 
time  in  many  years  the  WID  Office  is  well  positioned  to  be  highly  effective  even  in 
the  face  of  budget  reductions. 
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AID  Compliance  With  Congressional  Directives  Other  Than  Child  Survival 

AND  Disease  Programs 

Mr.  Callahan.  Has  the  Office  of  Energy's  core  program  been  funded  at  the  1995 
level  of  more  than  $19  million,  as  urgedby  the  conference?  Doesn't  a  cut  in  this 
office  reduce  American  efforts  to  promote  trade  and  investment  in  energy-efficient 
and  clean  technologies?  How  much  of  the  1996  core  allocation  is  currently  available 
for  obligation  by  the  Office  of  Energy? 

Answer.  The  Office  of  Energy's  program  for  FY  96  has  been  funded  thus  far  at 
a  level  of  $12.2  million.  We  expect  that  the  Office  of  Energy  will  manage  and  obli- 
gate an  additional  $4  million  of  the  ener^  activities  on  behalf  of  Missions,  thereby 
bringing  the  Office's  budget  to  a  total  of  $16.2  million.  The  overall  development  as- 
sistance budget  cuts  of  some  23%  that  USAID  must  absorb  in  FY  96  make  it  impos- 
sible to  keep  all  the  Agencj^s  excellent  programs  at  the  same  level  of  funding  they 
enjoyed  in  FY  95.  Naturally,  such  cuts  will  have  an  impact  on  our  ability  to  achieve 
our  objectives  not  only  in  the  energy  sector  but  in  all  sectors  where  we  have  had 
to  reduce  funding. 

Mr.  Callahan.  How  much  has  been  allocated  for  sustainable  economic  growth  ac- 
tivities in  1996?  How  does  that  compare  with  1995?  How  much  of  each  amount  is 
being  provided  through  the  core  operating  budget  of  the  Center  for  Economic 
Growth  in  the  Global  Bureau? 

Answer.  Unfortunately,  I  am  unable  to  answer  that  question  fully  at  this  time. 
We  have  recently  made  the  FY  1996  budget  allocation  decisions  by  region  and  major 
programs.  We  are  now  developing  the  information  with  respect  to  the  sectoral  dis- 
tribution of  resources.  We  are  currently  in  the  process  of  coding  our  budget  data  and 
expect  to  have  that  information  shortly.  We  would  be  happy  to  fully  respond  to  your 
question  once  we  have  the  information.  We  expect  the  FY  1996  budget  for  the  center 
for  Economic  Growth  in  the  Global  Bureau  to  be  roughly  proportional  to  the  overall 
budget  cut. 

Mr.  Callahan.  Within  the  1997  operating  budget  of  the  Center,  how  much  has 
been  allocated  for  the  new  Office  of  Emerging  Markets?  What  will  that  office  do  that 
is  not  being  done  elsewhere  in  the  Global  Bureau? 

Answer.  This  spring  I  officially  announced  the  creation  of  the  Office  of  Emerging 
Markets.  This  office  wll  focus  on  assisting  in  identifying  and  remedying  market  ob- 
stacles to  create  the  enabling  environment  for  transition  to  a  trade  and  investment 
relationship.  We  are  now  studying  how  this  office  would  function  and  what  re- 
sources will  be  allocated.  We  wiU  be  indentifing  specific  needs  as  we  work  with 
those  countries  approaching  "graduation"  and  intergration  into  the  global  economy. 

Mr.  Callahan.  Has  the  agency  allocated  $20  miUion  suggested  for  domestic  and 
international  collaborative  agricultural  research  support  programs,  what  you  call  in 
your  statement  the  "linchpin  of  agricultural  research  that  spawned  the  "Green  Rev- 
olution"? Is  that  amount  available  for  obligation  now? 

Answer.  Although  the  final  budget  figures  have  not  been  released,  the  agency 
plans  to  allocate  about  $17.25  million  to  the  Center  for  Economic  Growth  to  fund 
the  international  collaborative  agricultural  research  support  programs.  These  funds 
are  expected  to  be  available  shortly. 

Advancing  Democracy  as  an  USAID  Objective 

Mr.  Callahan.  Mr.  Atwood,  one  congressional  priority  for  USAID  you  will  not 
find  in  our  report  or  in  the  conference  report  is  advancing  democracy.  Now  I  have 
nothing  against  democracy,  but,  considering  your  limited  resources,  isn't  that  some- 
thing better  left  to  the  National  Endowment  for  Democracy  and  the  U.S.  Informa- 
tion Agency? 

Answer.  No,  quite  to  the  contrary,  Democracy  promotion  is  one  of  the  four  main 
strategic  objectives  of  the  USAID  program  and  USAID  brings  assets  and  advantages 
to  the  effort  that  NED  and  USIA  dont  necessarily  have.  USAID,  USIA,  and  the  Na- 
tional Endowment  for  Democracy  have  complementary  roles  in  the  promotion  of  de- 
mocracy and  we  have  worked  hard  to  avoid  any  programmatic  duplication.  Unlike 
NED,  an  independent  private  organization,  USAID  has  the  advantage  of  being  an 
official  arm  of  the  U.S.  Government,  and  thus  is  fvilly  armed  in  the  implementation 
of  U.S.  Foreign  policy.  Unlike  the  U.S.  Information  Agency  which  relies  on  public 
diplomacy  and  programs  involving  the  exchange  of  people,  information  and  ideas, 
USAID  implements  fiill  scale  democracy  strengthening  programs  as  part  of  a  larger 
program  of  promoting  sustainable  development.  Within  the  Democracy  sector, 
USAID  focuses  in  four  subject  areas;  (1)  governance,  which  promotes  better  govern- 
ance through  transparency,  accountability,  decentralization,  improved  civil-military 
relations,  and  ethical  behavior  by  government  officials;  (ii)  electoral  support,  which 
promotes  open,  competitive  political  processes  including  the  local  capacity  to  foster 
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the  growth  of  both  poHtical  parties  and  concerned  citizen's  groups  to  influence  public 
opinion,  provide  information  and  training  to  citizens,  monitor  elections,  and  the 
adoption  of  laws,  regulations  and  procedures  which  allow  free  and  fair  elections  to 
take  place;  (iii)  Rule  of  law  and  human  rights  programs  which  build  the  institu- 
tional basis  for  sound  legal  systems  and  promote  due  process  and  human  rights,  and 
(iv)  civil  society  organizations  which  promote  issues  and  interests  ranging  from  sec- 
toral reforms  to  influencing  policy  and  decision-making.  USAID  works  in  all  these 
interrelated  areas  and  indeed  applies  these  approaches  across  all  sectors  which  com- 
prise a  mission  program,  a  strategy  which  neither  USIA  nor  NED  is  in  a  position 
to  implement.  Because  of  its  official  status,  USAID  can  work  closely  and  effectively 
with  developing  country  government  agencies,  applying  leverage  and  influence  that 
no  non-governmental  body  can.  While  NED's  work  locusses  on  relatively  small, 
short-term  grants  to  indigenous  democracy  activist  groups,  USAID  alone  has  the 
ability  to  plan  and  manage  long-term,  multi-year  commitments  that  are  crucial  for 
institution-building  in  both  the  public  and  non-governmental  sectors.  USAID  is  able 
to  make  larger  program  investments  to  achieve  major  impact  and  institutional  de- 
velopment at  the  national  level.  Through  its  official  status  USAID  also  coordinates 
with  other  national  and  international  donor  agencies.  This  official  relationship  pro- 
vides USAID  with  unique  opportunities  to  influence  the  position  of  the  international 
donor  community  toward  promoting  political  reform  in  any  particular  country,  and 
thus  to  leverage  its  impact  in  ways  not  possible  for  NED.  Because  of  their  com- 
plementary capabilities  and  distinct  comparative  advantages,  USAID  and  NED  are 
able  to  work  on  different  aspects  of  the  very  complicated  undertaking  of  democracy 
promotion,  and  apply  different  approaches  to  their  work.  In  short,  USAID's  leader- 
ship role  in  the  promotion  of  democracy  worldwide  maximizes  the  ability  of  the  U.S. 
to  attain  the  foreign  policy  goal  of  supporting  democracy — which  is  one  of  the  three 
principal  foreign  policy  goals  of  the  US  Government. 

Mr.  Callahan.  How  much  has  been  allocated  for  activities  that  advance  democ- 
racy in  1996?  How  does  that  compare  with  1995?  How  much  of  each  amount  is  being 
provided  through  the  core  operating  budget  of  the  Center  for  Democracy  and  Gov- 
ernance in  the  Global  Bureau? 

Answer.  The  total  spent  by  USAID  to  advance  democracy  activities  in  FY  1995 
was  approximately  $474,108,000.  The  total  projected  USAID  expenditure  to  advance 
democracy  activities  in  1996  will  be  available  shortly,  after  USAID  has  finished 
making  FY  96  sectoral  allocations.  Because  of  overall  budget  cuts,  our  FY  1996  pro- 
gram will  be  smaller  than  in  FY  1995.  The  Center  for  Democracy  and  Governance 
in  the  Global  Bureau  had  a  total  program  budget  in  FY  1995  of  just  over 
$22,000,000;  for  1996,  its  program  budget  is  $18,000,000.  On  both  FY  1995  and  FY 
J996,  approximately  half  of  the  Center's  budget  is  allocated  to  support  the  Free 
Trade  Union  Development  Program  of  the  AFL-CIO's  Regional  Labor  Institutes. 

Mr.  Callahan.  Within  the  1997  operating  budget  of  the  Center,  how  much  has 
been  allocated  for  the  new  Office  of  Emerging  Markets?  What  will  that  office  do  that 
is  not  being  done  elsewhere  in  the  Global  Bureau? 

Answer.  This  spring  I  officially  announced  the  creation  of  the  Office  of  Emerging 
Markets.  This  office  will  focus  on  assisting  in  identif5ring  and  remedying  market  ob- 
stacles to  create  the  enabling  environment  for  transition  to  a  trade  and  investment 
relationship.  We  are  now  stud3ring  how  this  office  would  function  and  what  re- 
sources will  be  allocated.  We  will  be  indentifing  specific  needs  as  we  work  with 
those  countries  approaching  "graduation"  and  intergration  into  the  global  economy. 

Mr.  Callahan.  What  special  expertise  does  USAID  bring  to  this  task?  What  do 
you  do  in  an  area  like  Rule  of  Law,  for  example,  that  the  Justice  Department  and 
the  Judiciary  can't  do  better? 

Answer.  The  Justice  Department  and  the  judiciary  are  not  International  Develop- 
ment Institutions.  They  have  excellent  technical  skills  in  the  rule  of  law  area,  many 
of  which  are  utilized  by  USAID  in  implementing  its  democracy  and  governance  pro- 
grams. However,  development  planning  and  institutional  development  skills  needed 
in  the  rule  of  law  are  broader  than  the  technical  delivery  capacity  of  either  of  these 
two  valuable  partners.  Democracy  and  governance  programs  also  have  inter-related 
elements,  including  governance,  civil  society,  and  elections  which  are  complemen- 
tary. Because  of  USAID's  development  mandate,  it  focuses  on  developing  an  institu- 
tional base  for  a  transparent,  independent  judiciary  which  can  resolve  issues  over 
time  within  country.  Within  that  context,  USAID  carries  out  long-range  strategies 
which  incorporate  rule  of  law  as  part  of  broader  country-specific  policies  for  demo- 
cratic development.  Finally,  it  has  the  capacity  to  see  that  activities  within  a  sub- 
sector  such  as  rule  of  law  are  coordinated  across  other  sectors,  to  impact  rule  of  law 
development  on  several  fronts,  some  apparent  and  some  more  subtle.  These  include 
electoral  laws  that  provide  open,  participatory  elections;  a  framework  to  provide 
transparent  and  accountable  government  organizations  which  are  responsive  to  citi- 
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zens;  a  constitutional  framework  which  provides  for  individual  rights,  property 
rights,  freedom  of  expression,  and  limits  on  government  power;  and  laws  which  fos- 
ter an  enabling  environment  for  civil  society  organizations  to  play  an  active  role  in 
limiting  government  power  as  they  do  in  vibrant  developed  democratic  societies. 

Export  and  Investment  Promotion  at  USAID 

Mr.  Callahan.  If  I  proceed  with  my  plan  to  totally  separate  the  foreign  aid  and 
export/investment  elements  of  the  subcommittee's  bill,  how  much  of  your  1997 
A.f.D.  request  should  be  included  in  the  export  investment  bill?  could  you  provide 
a  detailea  breakdown  of  your  export  and  investment  activity,  by  bureau,  center,  and 
strategic  objective? 

Answer.  The  USAID-administered  programs  for  which  funding  is  requested  in  FY 
1997  have  as  their  major  goals  promoting  sustainable  development  and  assisting  na- 
tions in  the  transition  to  becoming  stable,  free  market-oriented  democracies.  A 
major  objective  of  USAID  programs  is  to  enhance  the  prospects  for  economic  growth 
in  developing  countries  and  to  build  trade  linkages  with  the  United  States.  Con- 
sequently, these  countries  will  become  strong  trading  partners  who  will  have  the  in- 
comes to  purchase  U.S.  goods  and  services.  The  end  result  of  USAID's  activities,  to 
advance  the  enabling  environment  for  economic  growth  using  the  full  range  of  sus- 
tainable development  programs  (investing  in  human  capacity,  improving  health  and 
sanitary  conditions,  combatting  environmental  degradation,  strengthening  demo- 
cratic institutions,  and  building  market-oriented  economies  that  generate  increased 
pvu-chasing  power)  can  help  U.S.  industries  capture  and  enhance  market  shares  in 
the  developing  economies. 

The  objectives  of  USAID's  economic  growth  strategy,  however,  are  not  readily  cat- 
egorized in  terms  of  the  traditional  "commercially-focused"  export  promotion  and  in- 
vestment activities.  Our  programs  are  not  designed  as  direct  export  promotion  pro- 
grams, such  as  those  of  the  EXIM  or  OPIC,  that  involve  loans  or  guarantees  to  fi- 
nance specific  export  transactions.  These  agencies  tent  to  concentrate  their  activities 
in  economies  that  already  have  the  economic  framework  that  USAID  seeks  to  build 
in  many  of  the  other  developing  countries. 

USAID  plays  a  significant,  but  indirect  role,  in  trade  promotion,  helping  by  creat- 
ing a  demand  for  i*mierican  exports.  SpUtting  the  foreign  aid  program  between  as- 
sistance and  trade  promotion  would  require  the  integration  of  many  program  initia- 
tives that  satisfy  multiple  objectives.  Sustainable  development  generates  economic 
growth  and  rising  standards  of  living  through  a  variety  of  channels  which  lead  di- 
rectly and  indirectly  to  stronger  trading  ties  with  the  United  States.  To  further  this 
end,  I  have  just  recently  created  the  office  of  Emerging  Markets  and  Economic  Pol- 
icy Reform  with  the  idea  of  highlighting  precisely  those  elements  of  our  development 
assistance  program  which  facilitate  the  graduation"  of  countries  and  their  integra- 
tion into  the  global  economy.  That  office  will  give  priority  to  the  linkage  of  the  eco- 
nomic policy  reforms  essential  to  sustainable  development  and  those  specific  institu- 
tional and  policy  changes  that  complete  the  enabling  environment  necessary  for  the 
transition  to  establishing  a  trade  and  investment  relationship. 

As  you  know,  we  are  currently  discussing  with  the  Department  of  State  our  plans 
for  scaling  back  our  operations  overseas.  For  that  reason,  we  have  not  finalized  the 
allocation  of  funds  to  specific  strategic  objectives  by  country.  A  number  of  bilateral 
and  central  programs  which  promote  economic  growth,  as  well  as  our  credit  pro- 
grams (the  Housing  Guaranty  Programs  and  the  Medium  and  Small  Enterprise  De- 
velopment Program),  are  directly  supportive  of  U.S.  exports  and  investment.  I  will 
be  happy  to  provide  a  full  listing  of  such  programs  witmn  the  next  month  once  allo- 
cations are  finalized. 

Malaria  and  Tropical  Disease  Funding 

Mr.  Callahan.  We've  read  press  reports  recently  about  how  Congressional  budget 
cuts  will  result  in  less  funding  for  malaria  and  other  disease  activities.  Some  of 
these  reports  cite  unnamed  sources  at  USAID. 

First  of  all,  it  may  well  be  that  funding  for  malaria  and  other  diseases  will  decline 
in  1997  if  Congress  does  not  protect  these  funds  by  renewing  the  allocation  for  child 
survival  and  disease  programs,  which  the  President  proposes  to  eliminate. 

Second  of  all,  it's  worUi  noting  that  funding  for  disease  programs  has  been  falling 
for  several  years,  including  the  President's  budget  request  for  1996. 

USAID  fanding  for  prevention  of  vector  borne  and  tropical  diseases  was  $9.1  mil- 
lion in  1994;  this  rose  to  $16.3  million  in  1995,  but  USAID  requested  only  $7.9  mil- 
lion for  1996. 

Funding  for  malaria  activities  was  $10.2  million  in  1994;  this  fell  to  $8.6  million 
in  1995;  USAID  requested  $7.9  million  in  the  1996  budget. 
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Immunization  funding  was  $67.9  million  in  1995;  USAID's  budget  request  for 
1996  was  $55  million. 

The  point  is,  USAID's  own  programming  has  resulted  in  cuts  for  infectious  dis- 
ease activities  over  the  past  few  years.  If  we  had  not  protected  child  survival  and 
disease  programs  in  the  1996  act,  these  decreases  would  have  continue.  But  we  pro- 
tected these  programs — or  at  least  thought  we  did.  Perhaps  USAID  has  found  ways 
to  get  around  our  earmark. 

For  all  disease  activities  addressed  at  USAID,  please  provide  the  1995,  1996,  and 
proposed  1997  funding  levels  for  the  following: 

a.  research  and  development  activities  by  disease  or  health  care  problem  (in- 
cluding population  research  and  development); 

b.  tropical  and  vector-borne  diseases  (by  disease); 

c.  other  diseases  not  covered  by  (b); 

d.  malaria  activities,  including  the  specific  amounts  allocated  to  development 
of  a  malaria  vaccine; 

e.  HIV/AIDS; 

f.  immunization  activities  with  an  allocation  by  disease;  and 

g.  a  breakdown  of  disease  funding  that  is  defined  as  part  of  child  survival  ac- 
tivities as  opposed  to  non-child  survival  activities. 

Answer.  The  child  survival  and  diseases  earmark  is,  by  Congressional  directive, 
almost  totally  consumed  by  child  survival  and  HIV/AIDS  activities.  Over  the  years, 
USAID  has  funded  substantial  health  investments  from  the  non-earmarked  develop- 
ment assistance  funds,  including  tropical  diseases  and  maternal  health.  However, 
in  FY  1996  the  appropriation  for  USAID's  development  assistance  budget  was  sig- 
nificantly lower  than  the  President's  request.  As  a  result,  budget  reaUties  imposed 
by  our  overall  appropriation  have  forced  reductions  in  some  of  the  other  disease  cat- 
egories. 

USAID's  health  and  nutrition  programs — including  preventing  infectious  diseases, 
child  survival  and  maternal  health — are  a  core  element  of  USAID's  development  as- 
sistance program.  Oiu*  strategy  is  aimed  at  reducing  mortality  and  morbidity  in  the 
developing  world  by  focusing  on  the  key  threats  to  health  and  productivity.  Our  ob- 
jectives include  reducing  child  and  maternal  mortality  and  reducing  the  spread  of 
HIV/AIDS.  Controlling  malaria  and  other  diseases — including  other  vector-borne 
diseases — are  important  elements  of  both  our  research  agenda  and  country  pro- 
grams in  areas  where  they  are  severe  threats  to  mortality  and  morbidity. 

Because  our  program  and  budgeting  system  is  focused  on  our  objectives  of  improv- 
ing child  survival,  maternal  health  and  reducing  HIV/AIDS  transmission  and  types 
of  activity  and  approaches  (such  as  immunization  and  control  of  diarrheal  disease) 
rather  than  each  specific  disease,  not  all  the  information  requested  is  available.  We 
have  provided  estimates  on  these  breakouts  as  available  for  development  assistance 
for  FY  1995  and  FY  1996  as  shown  in  the  attached  table.  We  are  currently  engaged 
in  making  some  fundamental  changes  in  where  and  how  USAID  will  work  begin- 
ning in  FY  1997.  As  a  result,  specifics  on  programmatic  subcategories  are  not  yet 
available  beyond  FY  1996.  It  is  important  to  note,  however,  that  USAID  will  main- 
tain its  commitment  to  its  core  child  survival  and  health  program,  which  will  in- 
clude many  of  the  elements  listed  in  the  attached  table. 

Within  the  total  for  child  survival  and  diseases,  an  estimated  $56.8  million  in  FY 
1995  was  committed  to  health  related  research.  Population  research  was  estimated 
at  $50.5  million  for  FY  1995.  FY  1996  levels  for  research  will  be  available  shortly. 

USAID'S  CHILD  SURVIVAL  AND  DISEASES  FUNDING  BREAKOUT  FY  1995  AND  FY  1996 

DEVELOPMENT  ASSISTANCE  ONLY 

[In  millions  of  dollars] 

Fiscal  year — 


1995  1996' 


Child  Survival"  192.2  228.3 

Of  which  polio 16.8  20.0 

Of  which  other  immunization  26  4  38.8 

Of  which  malaria  9.4  10.7 

(Including  vaccine  development) (1.7)  (1.7) 

Of  which  vector  borne  diseases/water  and  sanitation  10.0  7.5 

Of  which  control  of  diarrheal  diseases  31.8  51.6 

Of  which  acute  respiratory  infections  13.5  17.8 

Of  which  micronutrients  25.0  20  0 

Of  which  other  nutrition  9.0  12.1 
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USAID'S  CHILD  SURVIVAL  AND  DISEASES  FUNDING  BREAKOUT  FY  1995  AND  FY  1996 
DEVELOPMENT  ASSISTANCE  ONLY— Continued 

[In  millions  of  dollars] 

Fiscal  year — 


1995 


Of  wfiich  orphans 100  8.5 

Of  which  war  victims 2.6  2.5 

Of  which  breastfeeding 9.3  12.0 

Of  which  high  risk  births  14.0  13.5 

Of  which  maternal  health 14.3  13.3 

Other  diseases,  non-child  survival  including  maternal  health,  non-child  survival  malaria  and  vector 

borne  diseases,  other  nutrition,  and  other  infectious  diseases 57.1  15.2 

HIV/AIDS  117.6  114.2 

'  Based  on  1996  CP  estimated  allocations. 

'Excludes  $79.8  million  in  FY  1995  and  $69  million  in  FY  1995  from  ESF,  NIS,  SAI  and  disaster  assistance  accounts. 
^Excludes  $21.7  million  for  FY  1995  and  $17.7  for  FY  1996  from  other  accounts  for  immunization. 

Immunization  efforts  are  directed  at  strengthening  the  entire  immunization  system,  therefore  breakouts  by  specific  disease  are  not  avail- 
able, other  than  tor  polio  which  is  tracked  separately. 

Are  there  any  disease  programs  that  were  once  funded  by  USAID  that  are  now 
not  funded?  If  so,  what  are  they,  and  why  are  they  no  longer  funded? 

Answer.  USAID  no  longer  needs  to  provide  funding  for  smaUpox  eradication, 
which  was  successfvdly  accompUshed  in  1979.  We  have  completed  our  funding  com- 
mitment for  the  eradication  of  guinea  worm,  with  complete  eradication  of  the  dis- 
ease expected  by  the  end  of  1997.  We  have  funded  no  leprosy  control  programs  since 
FY  1991  given  very  significant  advances  made  in  treating  this  disease  with  multi- 
drug therapy  developed  with  USAID  support.  As  a  result,  the  total  number  of  cases 
of  leprosy  worldwide  has  decUned  form  12  million  to  2  million,  and  the  disease  is 
expected  to  be  eliminated  by  the  turn  of  the  century. 

While  these  are  areas  in  which  our  funding  has  stopped  because  the  need  has 
abated,  in  other  areas  the  need  remains  greater  than  our  resources,  such  as  the 
rapid  increase  in  tuberculosis  and  drug  resistant  strains  of  malaria  where  the  needs 
are  enormous  and  far  outweigh  the  ability  of  any  one  donor  to  meet — particularly 
in  light  of  decreasing  resources.  These  important  unmet  needs  must  be  considered 
in  the  context  of  overall  budget  constraints  and  competing  needs  in  health  and  child 
survival  as  well  as  in  other  critical  areas  of  development  assistance. 

Mr.  Callahan.  Please  describe  how  funding  allocations  for  disease  activities  are 
made  at  AID,  and  the  priorities  used  to  establish  proposed  funding  levels,  both  with- 
in the  amounts  available  for  disease  activities  and  within  the  ftinds  available  for 
development  assistance. 

Answer.  The  Agency's  annual  funding  request  for  disease-related  activities  is  de- 
termined through  the  strategic  planning  process  which  determines  overall  require- 
ments for  integrated  sustainable  development  assistance  programs  in  USAID's  coun- 
try and  centrally-managed  programs.  We  set  target  levels  for  overall  funding  for  the 
population,  health  and  nutrition  sector  as  part  of  ovu*  strategic  framework,  but  do 
not  make  separate,  Agency-wide  decisions  on  requirements  for  specific  disease-relat- 
ed activities  per  se.  Amounts  proposed  for  specific  diseases  are  set  in  the  context 
of  the  bilateral  or  central  program  objectives  they  address.  However,  in  setting  the 
operating  year  budget  following  appropriations  action,  we  do  take  into  account  Con- 
gressional directives  on  disease-related  programs  and  balance  this  priority  against 
our  needs  for  funds  in  other  strategic  program  areas,  including  other  health  pro- 
grams as  well  as  economic  growth,  environment  and  democracy  programs.  To  the 
extent  that  directives  recommend  increases  in  funding  for  specific  diseases,  we  try 
to  accommodate  those,  balancing  such  increases  against  a  desire  to  minimize  disrup- 
tion of  plans  for  other  sustainable  development  objectives.  As  a  result  of  the  FY 
1996  earmgirk  for  child  survival  and  diseases,  within  the  total  provided  we  have  cho- 
sen to  fund  certain  diseases-related  directives  at  amounts  lower  than  recommended 
by  Congress  (but  higher  than  proposed  by  USAID)  in  order  to  avoid  cutting  funding 
for  other  priority  child  survival  and  disease  activities. 

Basic  Education 

Mr.  Callahan.  What  percentage  and  funding  levels  (in  1995,  1996,  and  proposed 
for  1997)  of  the  funds  allocated  for  basic  education  would  result  in  direct  support 
of  early  childhood  education,  primary  education,  and  teacher  training?  What  per- 
centage and  funding  levels  (in  1995,  1996,  and  proposed  for  1997)  are  allocated  for 
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contractor  support,  technical  assistance  to  government  ministries,  and  nonproject 
support? 

Answer.  Total  funding  for  Basic  Education  in  FY  1995  was  just  under  $125  mil- 
lion, supporting  early  childhood  development,  primary  and  secondary  education  and 
adult  literacy  activities.  Of  the  FY  1995  figure,  adult  literacy  was  approximately  $7 
million,  and  the  emphasis  was  on  primary  education.  For  FY  1996,  the  Agency  plans 
to  obligate  $98  million  for  basic  education  and  $10  million  for  adult  literacy.  The 
emphasis  on  primary  education  will  continue  in  FY  1996,  and  is  expected  to  con- 
tinue in  FY  1997,  although  the  proposed  level  for  FY  1997  has  not  yet  been  set. 

Teacher  training  is  not  a  separate  funding  category  for  allocation  or  reporting 
purposes.  However,  well  over  half  the  programs  in  Uganda,  Mali  and  Ghana  support 
teacher  training  and  related  curriculum  and  materials  improvement.  There  also  are 
significant  teacher  training  emphasis  in  Benin,  Malawi,  Guinea,  Guatemala,  El  Sal- 
vador, Ethiopia,  Eg)T)t  and  elsewhere. 

Due  to  funding  limitations,  USAID  will  be  unable  to  mount  a  new  initiative  for 
early  childhood  development.  Direct  funding  for  early  childhood  education  was  very 
modest  in  1995,  less  than  $3  million.  In  most  cases  it  was  one  component  of  a  multi- 
faceted  program  such  as  NGO-based  basic  education  activity  in  South  Africa  or  of 
an  activity  complementing  other  objectives,  such  as  the  use  of  media  to  add  a  child 
development  component  to  a  nutrition  program  in  Bolivia.  USAID's  on-going  child 
health  and  iiutrition  efforts  augment  early  childhood  education  efforts.  USAID  pro- 
vides technical  assistance  both  to  working  on  basic  education  and  to  Ministries.  Pol- 
icy-conditioned nonproject  support  (over  50  percent  in  some  programs  in  Africa)  is 
declining. 

Nonproject  and  Project  Assistance 

Mr.  Callahan.  By  bureau  and  country,  please  list  the  nonproject  assistance  pro- 
vided for  the  last  four  fiscal  years,  and  the  anticipated  nonproject  assistance  for  fis- 
cal year  1997. 

Answer.  The  attached  tables  reflect  project  and  nonproject  assistance  (cash  and 
commodity  import  programs,  or  CIPs),  by  bureau  and  country,  for  FY  1992  through 
FY  1995.  FY  1996  plans  are  still  in  process  for  some  countries  and  FY  1997  plans 
are  not  yet  available  in  that  detail. 
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USAIO-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  mHOons  Obligations) 

Pri992-FY1995 


1     1992     1 

ofwhldi: 

COUNTRY 

OAJOUttrM 

ESF 
37.76 

Total 
«77.7« 

Cash 
13S.90 

CIPs 
40.66 

Projects 

{AFRICA 

~~\         SM-OI 

693.22 

ANGOLA 

1215 

4.45 

16.60 

— 

— 

16.60 

BENIN 

8.71 

0.50 

9.21 

5.x 

- 

4.21 

BOTSWANA 

8.10 

— 

8.10 

_ 

_ 

8.10 

BURKINA  FASO 

2.70 

- 

270 

- 

- 

2.70 

BURUNDI 

14.33 

— 

14.33 

1000 

- 

4.33 

CAMEROON 

20.80 

- 

20  80 

350 

- 

17.30 

CAPE  VERDE 

2.25 

— 

225 

- 

- 

225 

CENTRAL  AFRICAN  REPUBLIC 

Z50 

— 

250 

- 

_ 

250 

CHAD 

10.25 

- 

10.25 

200 

- 

8.25 

COMOROS 

1.67 

— 

1.67 

- 

- 

1.67 

CONGO 

0.70 

- 

0.70 

- 

- 

070 

COTE  D'lVOIRE 

7.10 

2.55 

9.64 

0.05 

- 

9.59 

DJIBOUTI 

- 

ZOO 

200 

200 

- 

- 

EQUATORIAL  GUINEA 

- 

- 

- 

- 

- 

- 

ERITREA 

— 

— 

— 

- 

- 

- 

ETHIOPIA 

41.24 

3.00 

44.24 

- 

28.66 

15.58 

GABON 

— 

— 

— 

- 

- 

- 

GAMBIA.  THE 

7.87 

— 

7.87 

3.00 

- 

487 

GHANA 

30.13 

- 

M.13 

13.00 

- 

17.13 

GUINEA 

25.62 

- 

25.62 

8.20 

- 

17.42 

GUINEA-BISSAU 

3.65 

- 

3.65 

_ 

- 

3.65 

KENYA 

18.45 

- 

18.45 

- 

- 

18.45 

LESOTHO 

4.87 

- 

4.87 

040 

- 

4.47 

LIBERIA 

- 

1.30 

1.30 

- 

- 

1.30 

MADAGASCAR 

38.80 

_ 

38.60 

15.00 

- 

23.60 

MALAWI 

20.71 

- 

20.71 

- 

- 

20.71 

MALI 

30.22 

- 

30.22 

7.00 

- 

23.22 

MAURITANIA 

— 

— 

— 

- 

- 

- 

MAURITIUS 

- 

- 

- 

- 

- 

- 

MOZAMBIQUE 

53.02 

— 

53.02 

- 

800 

45.02 

NAMIBIA 

7.55 

215 

9.70 

- 

- 

9.70 

NIGER 

23.67 

_ 

23.67 

8.60 

_ 

15.07 

NIGERIA 

4.30 

292 

7.22 

- 

- 

7.22 

RWANDA 

19.31 

0.50 

19.81 

- 

- 

19.81 

SAO  TOME  &  PRINCIPE 

— 

0.36 

0.35 

0.35 

- 

-0.00 

SENEGAL 

2850 

aoo 

31.50 

200 

_ 

29.50 

SEYCHELLES 

- 

3.30 

3.30 

3.30 

- 

-0.00 

SIERRA  LEONE 

0.50 

1.00 

1.50 

- 

- 

1.50 

SOMALIA 

— 

- 

_ 

- 

_ 

— 

SOUTH  AFRICA 

75.SS 

- 

75.55 

- 

- 

75.55 

SUDAN 

— 

_ 

— 

- 

- 

- 

SWAZILAND 

9.37 

- 

9.37 

- 

- 

9.37 

TANZANIA 

25.S3 

_ 

25.53 

17.00 

- 

8.53 

TOGO 

9.49 

— 

9.49 

3.00 

- 

6.49 

UGANDA 

41.78 

_ 

41.76 

22.50 

- 

19.26 

ZAIRE 

— 

_ 

- 

- 

- 

- 

ZAMBIA 

35.80 

3.00 

38.60 

10.00 

200 

26.60 

ZIMBABWE 

19.98 

0.75 

20.74 

- 

10.00 

10.74 

SOUTHERN  AFRICA  REGIONAL 

48.89 

- 

48.89 

- 

- 

48.89 

AFRICA  REGIONAL 

124.39 

7.00 
2270^ 

131.39 
2eit.93 

141S.00 

200.00 

131.39 

lASIA/NEAR  EAST 

1         348.71 

1000.93 

ASM 

AFGHANISTAN 

25.00 

25.00 

50.00 

- 

- 

50.00 

ASEAN 

3.64 

- 

3.64 

- 

- 

3.64 

ASIA  REGIONAL 

34.58 

0.63 

35.18 

- 

- 

35.18 

ASIA/NEAR  EAST  REGIONAL 

_ 

- 

_ 

- 

_ 

- 

BANGLADESH 

57.42 

_ 

57.42 

_ 

- 

57.42 

BURMA 

- 

- 

- 

- 

- 

- 
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USAID-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  Obligations) 

nr  1992  -  FY  1995 


COUNTRY 

CAMBODIA 

FIJI 

INDIA 

INDONESIA 

LAOS 

MALDIVES 

MONGOLIA 

NEPAL 

PAKISTAN 

PHILIPPINES 

SOUTH  PACIFIC 

SRI  LANKA 

THAILAND 

NEAR  EAST 

ALGERIA 

EGYPT 

IRAQ  -  REFUGEES 

ISRAEL 

JORDAN 

LEBANON 

MOROCCO 

OMAN 

TUNISIA 

WEST  BANK/GAZA 

YEMEN 

NEAR  EAST  REGIONAL 


1     1992     1 

of  which: 

DA/Other  1/ 

ESF 

Total 

Cash 

20.00 

3.00 

23.00 

_ 

- 

0.30 

0.30 

_ 

46.66 

_ 

46.66 

_ 

41.75 

5.00 

46.75 

_ 

- 

- 

- 

- 

2.93 

12.00 

14.93 

_ 

16.00 

- 

16.00 

- 

35.21 

46.70 

81.91 

_ 

8.37 

10.00 

18.37 

10.00 

19.17 

- 

19.17 

_ 

0.72 

- 

0.72 

- 

3.75 

5.40 

9.15 

22.24 

18.40 

40.64 

- 

29.91 

29.91 

- 

3.24 

3.24 

- 

7.07 

7.07 

3.00 

- 

3.W 

8.30 

11  56 

19.86 

Projects 

23.00 
0.30 
46.66 
46.75 


14.93 
16.00 

81.91 
8.37 

19.17 
0.72 


9.15 
33.64 
29.91 
2.24 
7.07 
3.00 
19.86 


[EASTERN  EUROPE  &  NIS(lncl  SAI/NIS| 


17S.82 


ALBANIA 

ARMENIA 

AZERBAIJAN 

BALKAN  STATES 

BALTICS 

BELARUS 

BOSNIA  AND  HERZEGOVINA 

BULGARIA 

CROATIA 

CYPRUS 

CZECH  REPUBLIC 

EASTERN  EUROPE  REGIONAL 

ESTONIA 

HUNGARY 

GEORGIA 

IRELAND 

KAZAKHSTAN 

KYRGYZSTAN 

LATVIA 

LITHUANIA 

MACEDONIA 

MALTA 

MOLDOVA 

NIS  REGIONAL 

POLAND 

PORTUGAL 

ROMANIA 

RUSSIA 

SLOVAK  REPUBLIC 

SOLVENIA 

TAJIKISTAN 

TURKEY 

TURKMENISTAN 


15.00 
20.08 


123.52 
40.00 


15.00 
30  58 


40.00 
1.50 


39.77 


1.00 


15.00 
30.58 
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UKRAINE 

UZBEKISTAN 

YUGOSLAVIA 


USAIO-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  OMIgatlans) 

FY  1992  -  FY  1995 


1992 


of  which: 
Total  Cash 


Projects 


LATIN  AMERICA  AND  CARIBBEAN 


ARGENTINA 

BELIZE 

BOLIVIA 

BRAZIL 

CARIBBEAN  REGIONAL 

CENTRAL  AMERICAN  REGIONAL 

CHILE 

COLOMBIA 

COSTA  RICA 

DOMINICAN  REPUBLIC 

ECUADOR 

EL  SALVADOR 

GUATEMALA 

GUYANA 

HAITI 

HONDURAS 

JAMAICA 

LATIN  AMERICA  REGIONAL 

MEXICO 

NICARAGUA 

PANAMA 

PARAGUAY 

PERU 

ROCAP 

TRINIDAD  AND  TOBAGO 

URUGUAY 

VENEZUELA 


6.37 

- 

6.37 

27.68 

99.88 

127.56 

1402 

800 

22^02 

0.78 

_ 

0  78 

0.40 

- 

0.40 

- 

74.00 

74.00 

7.42 

10.00 

17.42 

10.96 

5.00 

15.98 

16.49 

6.20 

2Z69 

120.26 

125.46 

245.72 

25.28 

8.44 

33.72 

- 

0.84 

0.84 

26.58 

5.50 

3Z08 

34.97 

30.00 

64.97 

15.86 

2Z25    ' 

38.11 

66.96 

14.77 

81.73 

6.88 

40.40 

47.28 

14.49 

9.66 

24.15 

14.27 

5.73 

20.00 

14.71 

0.74 

15.46 

59.25 
10.00 
5.00 
6.20 
8Z0O 


25.00 
22.00 


6.37 
61.56 

22.02 
0.78 
0.40 
14.75 
742 
10.98 
16.49 
163.72 
33.72 
0.84 
32.08 
39.97 
16.11 
81.73 

22.28 
24.15 

20.00 
15.46 


CENTRALLY  FUNDED  PROGRAMS 


31.68  632.53 


ilUSAID  GRAND  TOTALS 


2,231.20  3,045.90  5,277.10  1,935.12  24«.66  3,093.32 


of  which  Israel  and  Egypt;                                         - 

Z092.01 

4.323.21 

1,400.00 

200.00 

492.01 

9S3.89 

953.89 

535.12 

48.66 

lUSAID  TOTALS  W/0  ISRAEL/EGYPT    ||      2.231.20 

2,601.31 

1/  DA/Other  cohmn  includes  DA.  OFA,  SAI.  NIS,  INC  or  Demobilizationn'ransition 


4/30/96-Sourco:  USAID  CP  Summary  Tbte 
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USAID-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  Obligations) 

FY  1992  -  FT  1995 


1     1993     1 

ofwlilch: 

COUNTRY 

DA/Ottier  1/ 

ESF 
22.38 

Total 
743.82 

Cash 
135.13 

CIPs 
23.11 

Projects 

lAFRICA 

n         721.44 

583.27 

ANGOLA 

- 

- 

- 

- 

- 

- 

BENIN 

16.41 

- 

16.41 

16.00 

- 

0.41 

BOTSWANA 

6.30 

- 

6.30 

- 

- 

630 

BURKINA  FASO 

2.69 

- 

2.69 

- 

_ 

2.69 

BURUNDI 

1579 

1.00 

1679 

5.00 

- 

11.79 

CAMEROON 

893 

- 

8.93 

- 

- 

8.93 

CAPE  VERDE 

095 

- 

0.95 

- 

- 

0.95 

CENTRAL  AFRICAN  REPUBLIC 

2.31 

2.31 

CHAD 

10.25 

- 

10.25 

2.00 

- 

8.25 

COMOROS 

- 

- 

- 

- 

- 

- 

CONGO 

0.70 

- 

0.70 

- 

- 

0.70 

COTE  D'lVOIRE 

5.67 

_ 

5.67 

— 

- 

5.67 

DJIBOUTI 

_ 

2.00 

2.00 

2.00 

- 

- 

EQUATORIAL  GUINEA 

- 

- 

- 

- 

- 

- 

ERITREA 

6.00 

- 

6.00 

_ 

- 

6.00 

ETHIOPIA 

32.26 

- 

32.26 

- 

23.11 

9.15 

GABON 

- 

- 

- 

- 

- 

- 

GAMBIA,  THE 

7.60 

- 

7.60 

3.00 

- 

4.60 

GHANA 

39.89 

- 

39.89 

34.14 

_ 

5.76 

GUINEA 

22.84 

- 

22.84 

6.84 

- 

16.00 

GUINEA-BISSAU 

3.90 

- 

3.90 

- 

- 

3.90 

KENYA 

14.83 

- 

14.83 

- 

- 

14.83 

LESOTHO 

7.70 

- 

7.70 

5.10 

- 

2.60 

LIBERIA 

- 

- 

— 

- 

- 

- 

MADAGASCAR 

35.50 

- 

35.50 

14.00 

- 

21.50 

MALAWI 

1S.X 

- 

15.00 

- 

- 

15.00 

MALI 

30.56 

- 

30.56 

- 

- 

30  56 

MAURITANIA 

- 

- 

- 

- 

- 

- 

MAURITIUS 

- 

- 

- 

- 

- 

- 

MOZAMBIQUE 

33.00 

2.00 

35.00 

- 

- 

35.00 

NAMIBIA 

1.63 

- 

1.63 

- 

- 

1.63 

NIGER 

14.75 

- 

14.75 

3.00 

- 

11  75 

NIGERIA 

11.41 

0.08 

11.49 

- 

- 

11.49 

RWANDA 

3.60 

- 

3.60 

- 

- 

3.60 

SAO  TOME  &  PRINCIPE 

0.30 

- 

0.30 

- 

- 

0.30 

SENEGAL 

19.70 

- 

19.70 

- 

— 

19.70 

SEYCHELLES 

0.55 

1.30 

1.85 

1.30 

- 

0.55 

SIERRA  LEONE 

0.50 

- 

0.50 

- 

- 

0.50 

SOMALIA 

6.00 

- 

6.00 

- 

— 

6.x 

SOUTH  AFRICA 

79.75 

- 

79.75 

- 

- 

79.75 

SUDAN 

- 

- 

- 

- 

- 

- 

SWAZILAND 

7.25 

— 

7.25 

— 

- 

7.25 

TANZANIA 

20.80 

- 

20.80 

16.00 

- 

4.M 

TOGO 

1.25 

- 

1.25 

- 

- 

1.25 

UGANDA 

38.15 

- 

38.15 

16.75 

- 

21.40 

ZAIRE 

- 

- 

- 

- 

- 

- 

ZAMBIA 

18.25 

- 

18.25 

- 

- 

18.25 

ZIMBABWE 

18.17 

- 

18.17 

10.x 

- 

8.17 

SOUTHERN  AFRICA  REGIONAL 

40.40 

- 

40.40 

- 

- 

40.40 

AFRICA  REGIONAL 

119  91 

16.00 
2145.58 

135.91 
2506.13 

1472.90 

200.00 

135.91 

lASIA/NEAR  EAST 

1         360.55 

833.23 

ASIA 

AFGHANISTAN 

10.00 

10.00 

20  00 

- 

- 

20.x 

ASEAN 

2.45 

_ 

2.45 

- 

- 

2.45 

ASIA  REGIONAL 

50.29 

24.00 

74.29 

14.00 

- 

60  29 

ASIA/NEAR  EAST  REGIONAL 

_ 

- 

- 

- 

- 

- 

BANGLADESH 

33.90 

_ 

33.90 

— 

- 

33.x 

BURMA 

_ 

- 

- 

- 

- 

- 
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USAID-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  Obligations) 

FY  1992  -  FY  1995 


COUNTRY 

CAMBODIA 

FIJI 

INDIA 

INDONESIA 

LAOS 

MALDIVES 

MONGOLIA 

NEPAL 

PAKISTAN 

PHILIPPINES 

SOUTH  PACIFIC 

SRI  LANKA 

THAILAND 

NEAR  EAST 

ALGERIA 

EGYPT 

IRAQ  -  REFUGEES 

ISRAEL 

JORDAN 

LEBANON 

MOROCCO 

OMAN 

TUNISIA 

WEST  BANK/GAZA 

YEMEN 

NEAR  EAST  REGIONAL 


ofwtilch: 

OA/Other  1/ 

ESF 

Total 

Cash 

22  83 

900 

3183 

- 

2433 

_ 

2433 

_ 

43  48 

: 

43.48 

- 

- 

810 

8.10 

- 

20.92 

- 

20.92 

- 

76.71 

5.00 

81  71 

_ 

787 

1400 

21.87 

14.00 

1571 

_ 

15.71 

- 

643 

- 

6.43 

- 

[EASTERN  EUROPE  *  NISpncT SAUNIS  | 


_ 

1200.00 

1200.00 

1200  00 

- 

65  00 

65.00 

29  00 

6.50 

3.80 

10.30 

- 

15  72 

17.00 

■  32.72 

1590 

3.61 

_ 

3.61 

_ 

- 

29.58 

29.58 

- 

4.x 

_ 

4.00 

- 

15.79 

13.11 

28.90 

- 

135.72 

310.5S 

946.30 

200.00 

Projects 

31  83 


24.33 
43.48 


8.10 
20.92 

81.71 
7.87 

15.71 
6.43 


36.00 
10.30 
16.82 

3.61 
29.58 

4.00 
28.90 

746.30 


ALBANIA 

ARMENIA 

AZERBAIJAN 

BALKAN  STATES 

BALTICS 

BELARUS 

BOSNIA  AND  HERZEGOVINA 

BULGARIA 

CROATIA 

CYPRUS 

CZECH  REPUBLIC 

EASTERN  EUROPE  REGIONAL 

ESTONIA 

HUNGARY 

GEORGIA 

IRELAND 

KAZAKHSTAN 

KYRGYZSTAN 

LATVIA 

LITHUANIA 

MACEDONIA 

MALTA 

MOLDOVA 

NIS  REGIONAL 

POLAND 

PORTUGAL 

ROMANIA 

RUSSIA 

SLOVAK  REPUBUC 

SOLVENIA 

TAJIKISTAN 

TURKEY 

TURKMENISTAN 


10.00 
256  84 


100.58  477.46 


2oo.ro         2ro.ro         2ro.ro 


io.ro 

256.84 


64 


USAIO-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  ObUgations) 

FY  1992  -  FY  1995 


1993 


UKRAINE 

UZBEKISTAN 

YUGOSLAVIA 


of  wlilch: 
Total  Cash 


Projects 


I  LATIN  AMERICA  AND  CARIBBEAN 


ARGENTINA 

BELIZE 

BOLIVIA 

BRAZIL 

CARIBBEAN  REGIONAL 

CENTRAL  AMERICAN  REGIONAL 

CHILE 

COLOMBIA 

COSTA  RICA 

DOMINICAN  KEPUBLIC 

ECUADOR 

EL  SALVADOR 

GUATEMALA 

GUYANA 

HAITI 

HONDURAS 

JAMAICA 

LATIN  AMERICA  REGIONAL 

MEXICO 

NICARAGUA 

PANAMA 

PARAGUAY 

PERU 

ROCAP 

TRINIDAD  AND  TOBAGO 

URUGUAY 

VENEZUELA 


480 
2676 


5.47 
17  81 
12.78 
80.41 
23  43 

0.55 
2318 
26  68 
13  93 
70  62 

37  92 
625 

25.13 
14.76 


60  20 

86  96 

0.17 

11.75 

15.97 

15.97 

050 

597 

1  70 

19.51 

- 

12.78 

95.70 

17611 

900 

3243 

315 

3.70 

44.11 

67.29 

590 

32.58 

3.00 

16.93 

15.50 

8612 

97  38 

135.30 

2.34 

8.60 

18.14 

43  26 

226 

17.02 

800 
5.00 
2.0O 


4.80 
46.96 


15.97 
597 
19.51 
12.78 
121.11 
32.43 
3  70 
59  29 
27.58 
14.93 
86.12 

55.30 
8.60 

43  26 
17.02 


ICENTRALLY  FUNDED  PROGRAMS 


lUSAID  GRAND  TOTALS 


2,947^ 


2,8S7.27 


1,998.03 


3,581.29 


of  which  Israel  and  Egypt 

- 

1,947.00 

1,947.x 

1.400.00 

200.00 

347.00 

2.947.46 

910.27 

3.857.74 

598.03 

23.10 

IIUSAID  TOTALS  W/OISRAEUEGYPT    || 

3.234.29 

1/  DA/Other  coluinn  includes  DA,  DFA,  SAI,  NIS,  INC  or  Demobilization/Transition 


4/30/96-Source:  USAID  CP  Summary  TW 
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USAIO-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  millions  ObUgaUons) 

FY  1992  -  FY  1995 


1994 


AFRICA 


DAKMhwl/ 

ESF 

Total 

743.47 

16.10 

7S9.S7 

— 

— 

- 

20.06 

_ 

20.06 

4,78 

_ 

4  78 

2.63 

- 

263 

4.50 

_ 

4.50 

0.05 

- 

0.05 

0.80 

_ 

0.80 

232 

2.32 

5.15 

- 

5.15 

of  wlilch: 

Cash 


Projacts 
637.07 


ANGOLA 

BENIN 

BOTSWANA 

BURKINA  FASO 

BURUNDI 

CAMEROON 

CAPE  VERDE 

CENTRAL  AFRICAN  REPUBLIC 

CHAD 

COMOROS 

CONGO 

COTE  D'lVOIRE 

DJIBOUTI 

EQUATORIAL  GUINEA 

ERITREA 

ETHIOPIA 

GABON 

GAMBIA.  THE 

GHANA 

GUINEA 

GUINEA-BISSAU 

KENYA 

LESOTHO 

LIBERIA 

MADAGASCAR 

MALAWI 

MALI 

MAURITANIA 

MAURITIUS 

MOZAMBIQUE 

NAMIBIA 

NIGER 

NIGERIA 

RWANDA 

SAO  TOME  &  PRINCIPE 

SENEGAL 

SEYCHELLES 

SIERRA  LEONE 

SOMALIA 

SOUTH  AFRICA 

SUDAN 

SWAZILAND 

TANZANIA 

TOGO 

UGANDA 

ZAIRE 

ZAMBIA 

ZIMBABWE 

SOUTHERN  AFRICA  REGIONAL 

AFRICA  REGIONAL 


8.00 
32.42 

6.75 
32.14 
18.44 

4.10 
17.18 

2.07 

3.70 
27.59 
28.19 
34.20 


33.30 
12.80 
16.12 
5.89 

0.30 
30.93 

0.47 

13.94 

130.67 

6.26 
19.69 

0.00 
32.86 

18.85 

15.75 
46  49 
103.41 


1.00 
2.00 


3.10 


ZOO 
3.00 


10.00 
3242 

6.75 
33.14 
18.44 

410 
17.18 

2.07 

3.70 
27  59 
28.19 
34.20 


36.40 
12.80 
16.12 
5.89 

0.80 
30.93 

0.47 

15.94 

133.67 

6.26 
19.69 

O.X 
33  86 

18.85 
15.75 
46.49 
105.91 


3.00 
15.50 


4.00 
19.50 
4.00 


13,00 
8.00 


8.06 
4.78 
263 
4.50 
0.05 
0.80 
2.32 
1.35 

0.70 


10.00 
16.02 

3.75 
17.64 
18.44 

4.10 
15.18 

2.07 

3.70 
23.59 

8.69 
30.20 


36  40 
12.80 
11.68 
5.89 

0.80 
24.06 

0.47 

15.94 

133.67 

6.26 
6.69 
0.00 
25.86 

18.85 

5.75 

46.49 

105.91 


lASUVNEAR  EAST 


ASIA 

AFGHANISTAN 

ASEAN 

ASIA  REGIONAL 

ASIA/NEAR  EAST  REGIONAL 

BANGLADESH 

BURMA 


2.68 
33.81 


43.20 


2.00 
7.05 


2.ra 

2.68 
40.86 


2.00 

2.68 

40.86 
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USAID-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  minions  Obligations) 

FY  1992  -  FY  1995 


COUNTRY 

CAMBODIA 

FIJI 

INDIA 

INDONESIA 

LAOS 

MALDIVES 

MONGOLIA 

NEPAL 

PAKISTAN 

PHILIPPINES 

SOUTH  PACIFIC 

SRI  LANKA 

THAILAND 

NEAR  EAST 

ALGERIA 

EGYPT 

IRAQ  -  REFUGEES 

ISRAEL 

JORDAN 

LEBANON 

MOROCCO 

OMAN 

TUNISIA 

WEST  BANK/GAZA 

YEMEN 

NEAR  EAST  REGIONAL 


1     1994     1 

of  which: 

DAKMwrl/ 

ESF 

Total 

Cash 

CIPs 

Projects 

13.18 

16.30 

29  48 

- 

- 

29  48 

35.68 

_ 

35.68 

_ 

_ 

35.68 

13.41 

- 

13.41 

- 

- 

13.41 

7.00 

- 

7.x 

- 

- 

7.00 

16.80 

- 

16.80 

- 

- 

16.80 

35.21 

_ 

35  21 

_ 

_ 

35.21 

- 

1400 

1400 

1400 

_ 

- 

1Z20 

- 

12.20 

- 

- 

12.20 

5.06 

- 

508 

- 

- 

5.08 

[EASTERN  EUROPE  *  NISQncI  SAI/NIS| 


- 

1200.00 

1200.00 

4.00 

24.00 

28.00 

- 

1.66  • 

166 

14.60 

Z97 

17.57 

_ 

0.99 

099 

15.07 

41.70 

56.77 

3.00 

- 

3.00 

1.00 

069 

1.69 

154^ 

74^1 

2028.67 

28.00 

1.66 
15.57 

0.99 

56.77 

3.00 

1.69 

90.00        1894.26 


ALBANIA 

ARMENIA 

AZERBAIJAN 

BALKAN  STATES 

BALTICS 

BELARUS 

BOSNIA  AND  HERZEGOVINA 

BULGARIA 

CROATIA 

CYPRUS 

CZECH  REPUBLIC 

EASTERN  EUROPE  REGIONAL 

ESTONIA 

HUNGARY 

GEORGIA 

IRELAND 

KAZAKHSTAN 

KYRGYZSTAN 

LATVIA 

LITHUANIA 

MACEDONIA 

MALTA 

MOLDOVA 

NIS  REGIONAL 

POLAND 

PORTUGAL 

ROMANIA 

RUSSIA 

SLOVAK  REPUBUC 

SOLVENIA 

TAJIKISTAN 

TURKEY 

TURKMENISTAN 


X.OO  30.00 

476.64  -  476.64 


39.41  39.41  39.41 


5.00  5.W  5.00 


30.00 
476.64 
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USAIO-MANAGEO  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  (S  millions  Oi>llgatlon«) 

FY  1992  -  FY  1998 


1994 


DA/Otticr1/ 


ofwlilch: 
Total  Cash 


CIPs       Prqiacts 


UKRAINE 

UZBEKISTAN 

YUGOSLAVIA 


I  LATIN  AMERICA  AND  CARIBBEAN 


ARGENTINA 

BELIZE 

BOLIVIA 

BRAZIL 

CARIBBEAN  REGIONAL 

CENTRAL  AMERICAN  REGIONAL 

CHILE 

COLOMBIA 

COSTA  RICA 

DOMINICAN  REPUBLIC 

ECUADOR 

EL  SALVADOR 

GUATEMALA 

GUYANA 

HAITI 

HONDURAS 

JAMAICA 

LATIN  AMERICA  REGIONAL 

MEXICO 

NICARAGUA 

PANAMA 

PARAGUAY 

PERU 

ROCAP 

TRINIDAD  AND  TOBAGO 

URUGUAY 

VENEZUELA 


2  20 

19  79 


3.26 
1072 

963 
31.03 
1558 

1  56 
25.98 
19.06 

8.93 
53  08 

050 
29  89 

4.35 

21.61 
6.90 


220 
50.78 


25  40 

11  20 

1  TO 

,36  88 


342 
47.84 


0.17 

- 

3.26 

- 

10.72 

- 

963 

_ 

56.43 

- 

26.78 

1000 

256 

- 

62  86 

1500 

19.06 

- 

893 

_ 

56.50 

- 

0.50 

- 

77.73 

40.00 

435 

- 

37.61 

_ 

6.90 

- 

2.20 
50.78 


0.17 

3.26 
10.72 

9.63 
56.43 
1678 

2.56 
47  86 
1906 

8.93 
56.50 

0.50 
37  73 

4.35 

37.61 
6.90 


ICENTRALLY  FUNDED  PROGRAMS 


2200  503.99 


lmaA]D6RAND  TOTALS 


3,703.42  2.1U.39  3,891 .81        1,447.91  290.00       4,153.90 


of  which  Israel  and  Egypt 

- 

1.791.64 

1791.64 

1,200.00 

200.00 

39164 

3,703.42 

396.7S 

4.100.17 

247.91 

90.00 

IIUSAIO  TOTALS  W/OISRAEUEGYPT    || 

3.762.26 

1/  DA/Other  column  Includes  DA,  DFA.  SAI,  NIS.  INC  or  Demobilizationn'ransition 


4/30/96-Source:  USAID  CP  Summary  TbI 
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USAID-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  (S  mUUons  Obligations) 

FY  1M2  -  FY  199S 


1995 


lAFRICA 


OMMterM 
690.77 


ofwhldi: 

ESF 

Total 

Cash 

4.98 

69S.7S 

85.29 

_ 

_ 

_ 

- 

1482 

5.x 

- 

2.65 

_ 

- 

002 

_ 

- 

5.00 

1.25 

_ 

0.80 

_ 

- 

2.27 

- 

- 

1.97 

- 

Projects 
610.48 


ANGOLA 

BENIN 

BOTSWANA 

BURKINA  FASO 

BURUNDI 

CAMEROON 

CAPE  VEROE 

CENTRAL  AFRICAN  REPUBLIC 

CHAD 

COMOROS 

CONGO 

COTE  D'lVOIRE 

DJIBOUTI 

EQUATORIAL  GUINEA 

ERITREA 

ETHIOPIA 

GABON 

GAMBIA.  THE 

GHANA 

GUINEA 

GUINEA-BISSAU 

KENYA 

LESOTHO 

LIBERIA 

MADAGASCAR 

MALAWI 

MALI 

MAURITANIA 

MAURITIUS 

MOZAMBIQUE 

NAMIBIA 

NIGER 

NIGERIA 

RWANDA 

SAO  TOME  &  PRINCIPE 

SENEGAL 

SEYCHELLES 

SIERRA  LEONE 

SOMALIA 

SOUTH  AFRICA 

SUDAN 

SWAZILAND 

TANZANIA 

TOGO 

UGANDA 

ZAIRE 

ZAMBIA 

ZIMBABWE 

SOUTHERN  AFRICA  REGIONAL 

AFRICA  REGIONAL 


14.82 
2.65 
0.02 
5.x 

O.X 
2.27 
1.97 


3.82 
24.26 

1.56 
27.x 
16.42 

415 
14.65 

3.95 

25.25 
33.34 
27.78 


26  77 
6X 

11.95 
2.38 
5.75 
O.X 

17.54 

0.45 

502 

X.X 

10.46 
27.66 

44.25 

19.79 
17.65 
85.31 
97.42 


3.82 

_ 

24.26 

7.M 

1.56 

_ 

28  68 

11.13 

16.42 

- 

4.15 

- 

14.65 

- 

3.95 

3.40 

25.25 

_ 

33.34 

18.x 

27  78 

- 

26.77 

- 

6.x 

- 

11.95 

Z70 

2.38 

— 

9.65 

5.x 

OX 

_ 

17.54 

7.x 

0.45 

_ 

502 

- 

X.X 

- 

10.46 

_ 

27.x 

3.31 

44.25 

10.x 

19.79 

_ 

17.x 

- 

X.31 

10.x 

97.72 

- 

9.82 
2.65 
0.02 
3.75 

O.X 
2.27 
1.97 


3.82 
16.76 

1.56 
17.55 
16.42 

4.15 
14.66 

0.55 

25.25 

14.84 
27.78 


26.77 
6.x 
9.25 
2.38 

4.15 
OX 
10.54 

0.45 

5.02 

X.X 

10.46 
24.35 

34.25 

19.79 
17.x 
75.31 
97.72 


ASIA/NEAR  EAST 


1664.M 


ASM 

AFGHANISTAN 

ASEAN 

ASIA  REGIONAL 

ASIA/NEAR  EAST  REGIONAL 

BANGLADESH 

BURMA 


29.x 

21.10 

0.10 


X.43 
21.10 
0.10 


1.x 

X.43 
21.10 
0.10 
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USMD-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  (t  millions  Otillgatlons) 

FY  1992  -  FY  1998 


I      199S 


COUNTRY 

CAMBODIA 

FIJI 

INDIA 

INDONESIA 

LAOS 

MALDIVES 

MONGOLIA 

NEPAL 

PAKISTAN 

PHILIPPINES 

SOUTH  PACIFIC 

SRI  LANKA 

THAILAND 

NEAR  EAST 

ALGERIA 

EGYPT 

IRAQ  -  REFUGEES 

ISRAEL 

JORDAN 

LEBANON 

MOROCCO 

OMAN 

TUNISIA 

WEST  BANK/GAZA 

YEMEN 

NEAR  EAST  REGIONAL 


of  wtilch; 

DfJOnmV 

ESF 

Total 

Cash 

15.99 

19.50 

35  49 

- 

56.86 

_ 

56.86 

_ 

55.04 

- 

55.04 

- 

7.82 

3.50 

11.32 

- 

14.28 

_ 

14.28 

_ 

7.48 

- 

7.48 

_ 

36.94 

_ 

35.94 

_ 

- 

14.00 

14.00 

14.00 

11.37 

- 

11.37 

- 

[EASTERN  EUROPE  *  WiSQncI  SAWISl 


- 

1.200.x 

1.200.00 

5.00 

7.20 

12  20 

8.08 

5.23 

13.31 

1Z86 

- 

1286 

0.82 

79.44 

80.26 

6.90 

- 

6.99 

1138.65 

188.31 

1320.96 

23.52 

— 

23.52 

48.16 

- 

4816 

9.85 

- 

9.85 

215 

- 

215 

1239 

- 

1230 

31.19 

— 

31.19 

1251 

- 

1251 

13.03 

_ 

13.03 

131.22 

- 

131.22 

1.33 

— 

1.33 

2211 

- 

2211 

36.78 

— 

35.78 

19.80 

19.60 

39.20 

3254 

- 

32.54 

14.S2 

- 

14.52 

6.08 

- 

5.08 

10.28 

— 

10.26 

1250 

- 

1250 

10.25 

_ 

10.25 

201.99 

- 

201.98 

61.77 

- 

61.77 

34.91 

_ 

34.91 

20283 

- 

20283 

25.34 

- 

25.34 

3.34 

- 

3.34 

8.18 

- 

8.18 

- 

165.71 

165.71 

3.60 

- 

3.60 

56  86 
55.04 


11.32 
1428 
748 
35  94 

11.37 


1220 
13.31 
1286 


80.26 
6.99 


ALBANIA 

ARMENIA 

AZERBAIJAN 

BALKAN  STATES 

BALTICS 

BELARUS 

BOSNIA  AND  HERZEGOVINA 

BULGARIA 

CROATIA 

CYPRUS 

CZECH  REPUBUC 

EASTERN  EUROPE  REGIONAL 

ESTONIA 

HUNGARY 

GEORGIA 

IRELAND 

KAZAKHSTAN 

KYRGYZSTAN 

LATVIA 

UTHUANIA 

MACEDONIA 

MALTA 

MOLDOVA 

NIS  REGIONAL 

POLAND 

PORTUGAk 

ROMANIA 

RUSSIA 

SLOVAK  REPUBLIC 

SOLVENIA 

TAJIKISTAN 

TURKEY 

TURKMENISTAN 


39.20 


23.52 
48.16 
9.85 


215 
1236 
31.19 
1251 

13.03 
131.22 
1.33 
2211 
36.78 

3254 
14.52 
6.08 
10.26 
1250 

10.25 
201.99 
61.77 

34.91 
20283 

25.34 
3.34 
8.18 

3.60 
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USMD-MANAGED  ASSISTANCE  -  PROJECT  and  NONPROJECT 

Country  by  Country  ($  mlUlons  Otillgations) 

FY  1992  -  FY  199$ 


UKRAINE 

UZBEKISTAN 

YUGOSLAVIA 


1995 


136.85 
8.86 


ofwtildi: 
Total  Cash 


136  85 
8.86 


PnHccts 


136.85 
8.88 


[LATIN  AMERICA  AND  CARIBBEAN 


ARGENTINA 

BELIZE 

BOLIVIA 

BRAZIL 

CARIBBEAN  REGIONAL 

CENTRAL  AMERICAN  REGIONAL 

CHILE 

COLOMBIA 

COSTA  RICA 

DOMINICAN  REPU«»LIC 

ECUADOR 

EL  SALVADOR 

GUATEMALA 

GUYANA 

HAITI 

HONDURAS 

JAMAICA 

LATIN  AMERICA  REGIONAL 

MEXICO 

NICARAGUA 

PANAMA 

PARAGUAY 

PERU 

ROCAP 

TRINIDAD  AND  TOBAGO 

URUGUAY 

VENEZUELA 


Z60 
16.87 


2.60 
33.22 


- 

0.86 

0.85 

2.58 

_ 

2.59 

8.36 

0.87 

8.23 

8.06 

- 

8.06 

37.59 

38.89 

76.58 

15.41 

4.15 

19.56 

1.65 

1.65 

56.54 

83.05 

139.59 

14.27 

- 

14.27 

9.81 

9.81 

48.08 

3.92 

52.01 

17.71 

4.98 

22.69 

2.89 

4.86 

7.86 

17.78 

37.» 

55.06 

1Z94 

0.27 

13.21 

260 
33  22 


0.85 

2.59 

9.23 

8.06 

51.58 

19.56 

1  66 

94  59 

14  27 

9.81 

52.01 

22.69 
7.86 

55.08 
13.21 


I  CENTRALLY  FUNDED  PROGRAMS 


IIU8AID6RAND  TOTALS 


3,264.38  2,728.66  5,993.04  2,024.20 


200.00  3,768.84 


of  which  Israel  and  Egypt 

- 

2.174.08 

2.174.08 

1,650.00 

200.00 

324.08 

3.284.38 

SS4.S8 

3.818.96 

374.20 

_ 

llUSAID  TOTALS  W/OISRAEUEGYPT    || 

3.444.76 

1/  DA/Olher  column  includes  DA.  DFA.  SAI.  NIS,  INC  or  Demobilization/Transition 


4A30/96-Source:  USAIO  CP  Summary  TbI 
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Mission  Director  in  South  Africa 

Mr.  Callahan.  In  May  of  1994,  the  Mission  Director  in  South  Africa  was  sent 
a  memorandum  by  the  Regional  Contracting  Officer  regarding  contracting  irregular- 
ities at  the  mission.  The  memo  reads,  in  part,  "A  review  of  the  above  files  show  sys- 
tematic vulnerabilities.  Internal  control  weaknesses  are  prevalent.  Possibilities  for 
legal  and  regulatory  misconduct  are  high."  What  steps  were  taken  as  a  result  of  this 
memorandum? 

Answer.  The  Mission  Director  in  South  Africa  did  not  receive  the  above  men- 
tioned memorandum  (a  draft  memorandum  which  was  never  sent)  from  the  Re- 
gional Contracting  Officer.  However,  the  contents  of  the  memorandum  were  ad- 
dressed by  a  July  1994  Grants  Review  Team  led  by  USAID's  Procurement  Executive 
Michael  Sherwin. 

The  Grant  Review  Team  summarized  its  conclusions  in  a  July  15,  1994  memoran- 
dum which  stated  that  "In  its  review  of  the  grants  process,  the  team  has  seen  no 
evidence  of  systemic  vulnerabilities,  significant  internal  control  weaknesses  or  unac- 
ceptable risk  of  legal  or  regulatory  misconduct  that  were  suggested  by  the  RCO." 
The  Team,  however,  did  make  a  few  suggestions  to  the  Mission  regarding  publiciz- 
ing the  program,  the  role  of  the  Regional  Contracting  Officer,  grant  files,  and  staff 
training. 

Mr.  Callahan.  On  July  15,  1994,  a  memorandum  was  sent  to  the  South  African 
Mission  Director  from  the  Deputy  Assistant  Administrator  for  Management  regard- 
ing a  review  of  the  South  African  grants  program.  A  number  of  recommendations 
were  made  regarding  the  need  to  improve  management  and  contracting  at  the  mis- 
sion. The  Mission  Director  was  asked  to  sign  the  memorandum  to  indicate  his  con- 
currence with  the  recommendations,  and  he  did  so.  Were  the  recommendations  con- 
tained in  the  memorandum  carried  out? 

Answer.  Yes,  the  Mission  Director  and  his  staff  responded  to  most  parts  of  the 
July  15,  1994  memorandum  which  made  a  few  suggestions  regarding  publicizing  the 
USAID  program  in  South  Africa,  the  role  of  the  Regional  Contracting  Officer,  grant 
files,  and  staff  training. 

It  is  worth  remembering  that  in  July  1994  the  review  team,  led  by  USAID's  Pro- 
curement Executive  Michael  Sherwin,  noted  that  the  South  Africa  mission  was 
achieving  significant  competition  in  the  award  of  grants  to  South  African  NGOs  be- 
cause of  the  huge  volume  of  grant  applications  the  Mission  received  each  year.  Mr. 
Sherwin  did  ask,  however,  that  the  Mission  consider  steps  to  better  publicize  its 
grant  program  and  improve  its  internal  procedures.  He  in  effect  asked  them  to  de- 
velop new  operating  procedures  and  policies,  which  would  be  appropriate  and  fea- 
sible in  South  Africa  lollowing  the  May  1994  elections. 

After  receiving  the  letter  from  Mr.  Sherwin,  the  Mission  Director  met  with  his 
staff,  including  the  Regional  Contracting  Officer,  and  based  on  their  input,  decided 
that  it  would  not  be  appropriate  at  that  moment  to  publicly  advertise  USAID's  grant 
program  to  non-U.S.  grantees  since: 

no  new  unsolicited  proposals  were  needed  to  implement  the  Mission's  pro- 
gram in  FY  94  or  FY  95; 

rather,  funds  were  planned  for  bilateral  agreements  with  the  new  govern- 
ment, for  openly  competed  contracts,  for  the  second  or  third  tranche  of  funds 
for  existing  grants  and  for  those  new  proposals  already  in  hand. 

In  retrospect,  we  acknowledge  that  the  Mission  Director  should  have  advised  Mr. 
Sherwin  of  the  Mission's  determination  on  publicity  for  FY  1995  grants. 

While  not  an  excuse  for  mission  inaction,  it  is  important  to  recognize  the  exten- 
sive efforts  they  were  simultaneously  making  to: 

successfully  carry  out  other  management  improvements  which  resulted  from 
the  management  assessment  the  Africa  Bureau  initiated  in  April  1994; 

successftiUy  programming  a  substantially  increased  budget  derived  from  the 
$600  million  pledge  of  funds  by  President  Clinton  for  South  Africa  and; 

at  the  same  time,  devoting  time  to  the  other  reviews  which  were  being  made 
of  the  Mission. 

With  regard  to  grant  files,  of  which  there  are  several  hundred,  the  Mission  Direc- 
tor instructed  his  staff  to  ensure  that  they  contain  all  required  documentation. 

Regarding  the  role  of  the  Regional  Contracting  Officer,  he  has  been  included  in 
the  grant  selection  process,  he  assumed  responsibility  for  signing  all  grants  on  Octo- 
ber 1,  1994,  and  he  started  recruiting  for  additional  staff  soon  after  receipt  of  the 
July  15,  1994  memorandum. 

Lastly,  the  memorandum  suggested  that  the  Project  Management  Course  would 
be  very  useful  for  Mission  staff,  and  that  a  course  be  conducted  in  South  Africa  as 
soon  as  possible.  The  Mission  already  had  requested  this  course  be  held  in  South 
Africa.  This  particular  course  was  soon  no  longer  available  because  it  was  being  re- 
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vised  to  conform  and  support  USAID's  new  reengineering  precepts.  Instead,  in- 
house  training  by  the  Regional  Contracting  Officer,  the  Regional  Legal  Advisor,  and 
the  Chief  Project  Development  Officer  has  been  conducted  on  a  frequent  and  regular 
basis. 

Compliance  With  South  Africa  Grant  Agreement 

Mr.  Callahan.  On  July  14,  1995,  a  letter  was  sent  to  the  South  African  mission 
director  from  the  Deputy  Assistant  Administrator  for  Management  regarding  con- 
tinuing management  problems  at  the  mission.  The  letter  complimented  the  contract- 
ing officer  in  South  Africa.  It  also  stated  in  part,  ".  .  .  the  mission  did  not  comply 
with  the  terms  and  conditions  of  the  USAID/South  Africa  Grants  Program  agree- 
ment memorandum  dated  July  15,  1994,  that  we  both  signed."  Did  the  mission  di- 
rector recommend  that  the  contracting  officer  be  removed?  If  so,  why?  Did  the  mis- 
sion director  respond  to  this  letter?  If  so,  provide  a  copy  of  his  letter  or  memoran- 
dum for  the  record.  Specifically,  what  steps  were  taken  by  AID  or  the  mission  direc- 
tor after  this  letter  to  comply  with  the  grants  program  agreement? 

Answer.  As  you  are  aware,  our  South  Africa  program  has  increased  tremendously 
in  the  last  several  years.  In  addition,  with  the  election  of  the  new  government  the 
nature  of  the  program  needed  to  change  from  one  primarily  of  small  grants  to  U.S. 
and  indigeneous  private  and  voluntary  organizations  and  non-governmental  organi- 
zations to  a  more  traditional  USAID  program  consisting  of  large  bilateral  projects. 
The  Africa  Bureau  and  the  South  Africa  Mission  Director  both  realized  the  need  to 
send  a  strong  contracting  officer  there.  This  decision  was  supported  by  USAID 
Washington,  and  a  highly  qualified  experienced  officer  was  reassigned  there  in 
1994.  At  no  time  did  the  Mission  Director  initiate  any  request  to  remove  the  con- 
tracting officer. 

In  order  to  ensure  the  corrections  were  made  in  the  contracting  process  in  South 
Africa,  a  series  of  specific  actions  were  taken: 

The  Mission  Director  responded  to  the  7/14/95  letter  from  the  Deputy  Assist- 
ant Administrator  for  Management  in  a  meeting  in  July,  1995,  and  started  pro- 
viding monthly  reports  on  progress  soon  thereafter; 
The  contracting  officer  was  given  additional  staff"  to  carry  out  his  function; 
Training  on  proper  contracting  and  grant  procedures  were  conducted; 
The  Assistant  Administrator  for  Management  visited  the  South  Africa  mis- 
sion in  August  1995  to  ensure  all  the  necessary  steps  were  being  taken  to  cor- 
rect the  problems;  and 

The  Deputy  Mission  Director  was  instructed  to  monitor  closely  compliance 
with  the  grant  guidance. 

While  we  acknowledge  some  problems  in  the  grants  and  contracting  area,  we  be- 
lieve we  have  aggressively  moved  to  correct  these  problems. 

Mr.  Callahan.  Of  the  grants  and  cooperative  agreements  provided  by  A.I.D. 
through  fiscal  year  1995,  how  many  were  provided  through  a  competitive  process? 
How  many  grants,  and  specifically  which  grants,  were  awarded  following  the  prepa- 
ration (in  which  or  substantially  in  part)  of  the  grant  proposals  by  A.I.D.  employees 
or  contracts?  Were  grant  proposals  and  cooperative  agreement  proposals  prepared 
by  USAID  employees  or  contractors?  What  is  USAID  poUcy  regarding  such  activi- 
ties? 

Answer.  In  general,  most  grants  and  cooperative  agreements  provided  by  USAID/ 
South  Africa  have  been  provided  through  some  form  of  competition. 

As  background,  most  of  USAID's  program  in  South  Africa  has  been  implemented 
through  grants  to  South  African  NGOs;  we  have  been  supporting  the  activities  and 
building  the  capacity  of  these  NGOs  in  accordance  with  the  laws  enacted  by  the 
U.S.  Congress,  rather  than  contracting  for  specific  goods  and  services.  These  South 
African  NGOs,  as  well  as  a  limited  number  of  U.S.  organizations,  submitted  "unso- 
licited proposals"  to  USAID  for  funding. 

Prior  to  the  1994  elections,  this  grant-making  approach  provided  the  flexibility 
necessary  to  achieve  the  goal  of  establishing  a  non-racial  democracy  in  an  openly 
hostile  political  environment  that  opposed  grassroots  participation  in  the  political 
process. 

While  not  using  formal  competitive  procedures  or  making  extensive  efforts  to  pub- 
licize the  program,  the  sheer  volume  of  grant  proposals  submitted  ensured  that 
there  was  significant  competition  in  the  selection  process.  The  review  team  in  July 
1994,  led  by  USAID's  Procurement  Executive  Michael  Sherwin,  confirmed  this. 

Thousands  of  unsolicited  proposals  were  being  submitted  each  year  for  review  and 
hundreds  were  approved.  This  situation  continued  after  the  1994  elections  because 
of  the  broad  interest  in  the  USAID  grant  program. 
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Now,  with  the  transition  to  an  open,  democratic  society  and  excellent  relations 
with  the  new  government,  USAID  is  able  to  publicly  advertize  and  compete  its  grant 
and  contract  opportunities. 

Announcements  publicizing  USAD's  grant  program  and  how  local  organizations 
can  apply  for  USAID/South  Africa  grants  have  been  published  in  5  local  news- 
papers. 

The  Mission  is  currently  conducting  full  and  open  competition  for  most  of  its 
grants  and  contracts,  using  traditional  procedures  in  accordance  with  the  Federal 
Procurement  Regulations. 

With  regard  to  the  second  part  of  yovu*  question,  it  is  not  USAID  policy  for  its 
employees  to  prepare  (in  whole  or  substantially  in  part)  grant  or  cooperative  agree- 
ment proposals,  USAID/South  Africa  does  provide  (1)  guidelines  for  proposal  prepa- 
ration to  all  interested  parties  and  (2)  feedback  to  organizations  when  their  propos- 
als have  not  been  approved  for  funding. 

I  am  only  aware  of  one  instance  when  a  USAID/South  Africa  staff  member  (in 
this  case,  a  employee  from  the  Center  for  Disease  Control  and  Prevention)  inadvert- 
ently prepared  a  substantial  part  of  a  proposal.  Increased  training  of  all  project  offi- 
cers has  been  provided  to  make  sure  this  does  not  happen  again. 

Mr.  Callahan.  Please  provide  a  list  of  grants  and  cooperative  agreements  pro- 
vided in  South  Africa  for  fiscal  years  1992,  1993,  1994,  1995,  and  to  date  in  fiscal 
year  1996;  the  amount  of  funds  committed,  obligated  and  expended  for  such  grants 
and  cooperative  agreements;  the  recipient  of  the  funds;  and  the  results  of  each  grant 
or  cooperative  agreement. 

Answer.  (1)  Attached  is  the  list  of  grants  and  cooperative  agreements  that  you 
requested  and  relevant  financial  information. 

(2)  The  Total  Estimated  Amount  column  is  the  anticipated  total  value  of  each 
Grant  or  Cooperative  Agreement  when  the  agreement  was  originally  signed.  For  in- 
crementally-funded  Grants  or  Cooperative  Agreements,  the  Total  Estimated  Amount 
may  exceed  the  total  obligated  or  committed  amount. 

(3)  Commitments  are  the  amounts  awarded  in  the  Grant  or  Cooperative  Agree- 
ment. 

(4)  Commitments  and  Obligations  amounts  are  identical  as  both  actions  take 
place  simultaneously  for  Grants  or  Cooperative  Agreements  at  USAID/South  Africa. 

(5)  Disbursements  are  based  on  actual  expenditures  for  services  rendered  or  pur- 
chases made  and  are  based  on  receipts  submitted. 

(6)  The  results  of  each  grant  and  cooperative  will  be  sent  to  you  under  separate 
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Latin  America 

Mr.  Callahan.  The  message  seems  to  be  that  we  are  abandoning  Central  America 
in  favor  of  Haiti — and  that  the  report  language  of  the  Committee  and  the  conference 
report  is  irrelevant.  Is  that  the  message? 

Answer.  We  do  not  view  the  Committee's  report  language  as  irrelevant,  nor  do 
we  believe  that  we  have  abandoned  Central  America.  In  the  Latin  America  and  Car- 
ibbean region,  we  face  multiple  challenges — ensuring  the  successful  restoration  of 
constitutional  rule  in  Haiti,  consolidating  the  peace  process  in  El  Salvador  and  Nica- 
ragua and  broadening  the  circle  of  peace  to  include  Guatemala,  thereby  ending  the 
subregion's  longest  armed  conflict  and  addressing  the  problems  of  poverty,  and 
threats  to  human  health  and  the  environment  in  the  part  of  the  hemisphere  that 
we  share  most  directly  with  other  nations. 

USAID  is  not  abandoning  Central  America  in  favor  of  Haiti.  We  have  taken  the 
conference  report  quite  seriously  and  have  made  every  effort  to  cover  the  require- 
ments of  Central  America  and  of  the  rest  of  the  Latin  America  and  Caribbean  re- 
gion within  the  constraints  of  this  year's  appropriation.  A  year  to  year  comparison 
of  the  impact  of  this  year's  development  assistance  reduction  on  the  five  countries 
you  cited,  shows  that  the  actual  FY  1996  budgets  compare  quite  favorably  with  the 
FY  1995  levels  despite  the  substantial  reduction  in  total  funding  for  Latin  America 
programs.  For  El  Salvador,  Guatemala  and  Nicaragua,  however,  the  development 
assistance  levels  will  be  supplemented  with  $15  million  of  economic  support  funds 
as  a  result  of  our  agreement  to  shift  some  FY  1996  development  assistance  to  Haiti 
in  exchange  for  a  reduction  of  economic  support  funds  for  Haiti.  With  this  adjust- 
ment. El  Salvador  and  Guatemala  actually  receive  more  fiinds  for  the  development 
programs  in  FY  1996  than  in  FY  1995.  In  the  remaining  cases,  the  reduction  is  less 
than  the  percentage  reduction  the  LAC  Bureau  sustained  overall. 

[Dollars  in  thousands] 

^:^llmi  'vear' 1*996'        ESF  ,n  l,eu  of        Total  fiscal  Sn« 

Ur  Uf  DAF  year  1996  from  fiscal 


year  1995 


El  Salvador 
Guatemala  . 
Honduras  ... 

Jamaica  

Nicaragua  .. 


$26,298 

$22,112 

$5,962 

$28,074 

+6 

16,802 

12,470 

6,038 

18,508 

+10 

18,770 

16,355 

0 

16,355 

-13 

13,628 

11,179 

0 

11,179 

-18 

20,934 

15,201 

3,000 

18.201 

-14 

In  comparison  to  these  changes,  the  USAID  portion  of  the  Haiti  program  was  dra- 
matically reduced  from  FY  1995  to  FY  1996. 

(Dollars  In  thousands] 

Final  fiscal  year  1995. 
DAF  and  ESF 

initial  fiscal  year          Percentage  difference 
1996,  DAF  and  ESF        from  fiscal  year  1995 

Haiti  $151,981 

$84,300                         -45 

Consequently,  we  believe  that  these  data  show  there  has  neither  been  a  diversion 
of  resources  for  Haiti  nor  disproportionate  cuts  to  the  high  priority  programs  identi- 
fied in  your  question.  This  analysis  is  based  on  preliminary  ESF  funding  levels. 

Mr.  Callahan.  Does  this  proposed  1996  allocation  indicate  the  Committee  should 
consider  a  separate  account  for  Latin  America,  as  is  proposed  in  the  President's 
budget  for  Africa? 

Answer.  A  separate  account  would  reduce  the  Administration's  ability  to  respond 
to  foreign  policy  demands  and  programming  issues  as  they  arise.  Supporting  the  Ad- 
ministration's budget  request  is  the  best  way  to  support  our  assistance  to  LAC  coun- 
tries. Our  problem  is  first  and  foremost  the  overall  availability  of  resovirces,  as  well 
as  resources  which  can  be  used  to  support  important  development  challenges  in  the 
hemisphere. 

Economic  Reform  in  Haiti 

Mr.  Callahan.  What  was  required  of  Haiti  in  the  area  of  economic  reform  and 
privatization  as  a  condition  of  the  aid  we  and  the  IFIs  provided  the  Aristide  Govern- 
ment last  year?  Were  the  conditions  met?  Did  USAID  take  any  steps  to  inform  this 
Subcommittee  that  economic  reform  and  privatization  were  dead  in  the  water  last 
September?  If  so,  what  were  they? 
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Answer.  Of  the  total  $45  million  FY  1995  Emergency  Balance  of  Payments  pro- 
gram, the  conditions  precedent  to  disbursement  of  M0.4  million  have  been  met  and 
the  ftinds  released.  The  conditions  for  disbirrsement  were  based  on  the  economic 
program  established  by  President  Aristide  and  discussed  by  the  international  donors 
at  both  the  August  1994  Friends  of  Haiti  meeting  and  the  January  1995  Consult- 
ative Group  for  Haiti  meeting. 

The  May  12,  1995  amendment  for  the  third,  $15  miUion  tranche  of  the  $45  million 
balance  of  payments  program  was  split  into  two  parts.  The  conditions  for  the  first 
part  were  met,  and  $10.4  million  was  disbursed.  The  second  part  specified  four  con- 
ditions to  disbursement  of  the  final  $4.6  million.  Of  these  four  conditions,  two  deal- 
ing with  liberalization  of  interest  rates  and  establishing  a  Large  Taxpayers  Unit 
were  met.  The  two  conditions  which  have  not  been  met  deal  with  development  of 
a  plan  for  civil  service  reform  and  continued  progress  on  privatization. 

USAID  has  discussed  the  status  of  the  Balance  of  Payments  program  a  number 
of  times  during  our  on-going  briefings  and  consultations  with  Foreign  Affairs  and 
Appropriations  Committees  staff".  USAID  does  not  consider  either  economic  reform 
or  privatization  in  Haiti  to  be  "dead  in  the  water."  There  has  been  significant  im- 
provement in  economic  performance  since  the  restoration  of  constitutional  democ- 
racy two  years  ago  and  a  foundation  has  been  laid  for  long  term,  sustainable  eco- 
nomic growth.  According  to  IMF  estimates,  GDP  increased  3.5%,  after  declining  11% 
the  year  before,  per  capita  income  increased  for  the  first  time  since  1980,  inflation 
decreased  from  40%  in  1994  to  25%  in  1995,  and  tax  collections  have  increased  fi*om 
3.3%  to  7.8%  of  GDP. 

President  Preval  assured  President  Clinton,  during  his  March  visit,  that  he  ex- 
pects to  reach  agreement  with  the  IMF  on  an  enhanced  structural  adjustment  pro- 
gram. President  Preval  and  his  advisors  repeatedly  have  affirmed — ^both  here  and 
in  Haiti — their  commitment  to  economic  reform,  including  privatization  and  civil 
service  reform,  as  essential  to  Haitian  prosperity.  The  Government  of  Haiti  has 
begun  negotiations  with  representatives  from  both  the  IMF  and  the  World  Bank  on 
structured  adjustment  programs  and  agreements  are  expected  to  be  signed  soon. 

Payroll  for  State-Owned  Industries  in  Haiti 

Mr.  Callahan.  With  regard  to  your  answer  about  the  delay  in  privatization,  you 
indicated  that  the  main  reason  was  the  fear  that  privatization  would  put  too  many 
people  out  of  work.  It  is  my  understanding  that  the  first  two  subjects  of  privatiza- 
tion, identified  by  the  Aristide  Government,  are  a  cement  plant  and  flour  mill,  both 
of  which  are  closed  down.  How  many  people  are  on  the  payrolls  of  these  closed  down 
state  industries?  How  are  they  being  paid  when  the  Government  of  Haiti  is  having 
trouble  paying  its  own  civil  servants?  Is  the  United  States  or  any  IFI  paying,  di- 
rectly or  indirectly,  these  no-show  workers? 

Answer.  The  following  table  indicates  the  employment  breakdown  for  the  flour 
mill  and  cement  plant  at  the  time  they  were  closed: 

Employment  category  Flour  mill  Cement  plant 

Permanent  400  300 

Temporary  and  Day  Laborers  700  600 


Total  When  Plants  Closed 1100  900 

These  employees  have  not  been  officially  dismissed  by  the  government.  In  October 
1995,  the  Minister  of  Finance  provided  the  Government  of  Haiti  funds  to  pay  back- 
wages  to  these  employees.  The  Government  of  Haiti  is  using  its  own  resources  to 
pay  workers  at  these  two  companies.  Neither  the  USG  nor  the  IFIs  are  paying  any 
of  these  employees. 

Privatization  in  Haiti 

Mr.  Callahan.  Our  staff"  delegation  to  Haiti  was  told  that  the  main  reason  for 
the  resistance  to  privatization  among  the  ruling  coalition  was  twofold:  a  statist  ide- 
ology and  a  pragmatic  concern  that  the  people  of  Haiti  would  not  benefit  from  the 
sales.  Your  response  touched  on  the  first  reason.  What  is  being  done  to  make  sure 
that  the  people  of  Haiti  more  directly  benefit  from  privatization? 

Answer.  The  sales  of  state-owned  enterprises  will  help  end  production  inefficien- 
cies and  corrupt  practices  in  the  government.  The  people  of  Haiti  will  benefit  be- 
cause the  new  enterprises  will  provide  better  services  and  products  for  more  people. 
Privatization  will  also  stop  needless  government  payments  to  parastatal  employees. 
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freeing  up  government  revenues  to  invest  in  education,  health,  police  and  other  pub- 
lic services. 

It  is  equally  important  to  emphasize  that  the  people  of  Haiti  will  benefit  from 
overall  economic  reform — of  which  privatization  is  one  part — because  it  leads  to 
broad-based  sustainable  economic  growth  which  increases  jobs  and  income  through- 
out the  economy.  Accordingly,  one  of  the  principal  objectives  of  the  USAID  program 
is  to  support  efforts  to  encourage  private  investment  and  employment,  and  to  ex- 
pand credit  and  employment  opportunities,  particularly  for  the  poor. 

Sustainable  Projects  in  Haiti 

Mr.  Callahan.  Which  of  the  projects  USAID  is  undertaking  in  Haiti  do  you  ex- 
pect to  prove  to  be  sustainable  once  donor  assistance  reverts  to  pre-crisis  levels? 

Answer.  There  are  t3T)es  of  programs  being  supported  by  USAID  in  Haiti:  transi- 
tional assistance  designed  to  address  pressing  immediate  humanitarian  needs  and 
help  restore  democracy;  and  sustainable  development  designed  to  consolidate  gains 
and  continue  the  development  process  into  the  future. 

Transitional  assistance — which  provided  immediate  help  to  local  communities 
such  as  with  schools  or  emergency  employment  opportunities  and  feeding  pro- 
grams— is  ending  and  being  replaced  by  longer  term  sustainable  development  ef- 
forts. 

USAID's  jobs  program,  the  Office  of  Transition  Initiatives'  Communal  Governance 
Program,  and  its  demobilization  program  for  the  armed  forces  are  examples  of  tran- 
sitional assistance  designed  to  provide  immediate  reUef,  address  with  communities 
and  local  officials  some  of  their  most  pressing  problems,  and  neutralize  a  potentially 
dangerous  and  disaffected  element  in  Haitian  society. 

The  on-going  USAID  sustainable  development  projects  in  Haiti  promote  four,  long 
term  strategic  objectives  to: 

Strengthen  democracy,  including  efforts  to  establish  a  transparent  political  proc- 
ess with  representative  political  parties  and  independent  legislature;  an  effective  ju- 
dicial system  with  an  independent  judiciary;  a  modern,  efficient  and  accountable 
public  sector;  and  civic  infrastructure  based  on  grass-roots  democracy  and  popular 
participation. 

Promote  economic  reform,  including  efforts  to  implement  an  IMF-led  economic 
structural  adjustment  program;  establish  a  financial  framework  which  allows  pri- 
vate sector  investment  and  growth;  establish  microenterprise  and  small  agricultural 
producer  credit  and  marketing  systems. 

Improve  social  services,  including  efforts  to  expand  health  care  and  family  plan- 
ning services;  strengthen  primary  school  education;  and  assvu-e  an  effective  social 
safety  net. 

Promote  Environmental  Protection,  including  efforts  to  reverse  severe  deforest- 
ation and  land  degradation;  and  introduce  soil  and  water  conservation  farming  prac- 
tices. 

Attached,  for  the  record,  is  a  copy  of  the  February  1996  "USAID/Haiti  Program 
Status  Report"  which  describes  our  transitional  and  sustainable  development  activi- 
ties in  detail. 

We  believe  that  all  of  the  activities  included  under  our  sustainable  development 
program  will  gradually  become  the  full  responsibility  of  government,  business  and 
people  of  Haiti. 

Mr.  Callahan.  When  do  you  expect  that  the  Administration  can  report  to  us  that 
provisions  of  the  Dole  Amendment,  with  regards  to  human  rights  in  Haiti,  have 
been  met?  Will  victims  and  survivors  of  human  rights  violations  after  the  return  of 
President  Aristide  be  given  the  same  help  and  benefits  as  victims  under  the  military 
regime?  Why  did  the  USAID  mission  stop  helping  them? 

Answer.  It  is  important  to  note  that  the  level  of  abuses  is  drastically  reduced 
from  over  3,000  cases  during  the  de-facto  military  government,  to  about  two  dozen 
apparently  politically  motivated  killings  which  have  occurred  following  the  return 
of  President  Aristide.  These  cases  must  be  quickly  and  fully  investigated. 

The  Government  of  Haiti  has  established  a  Special  Investigative  Unit  to  look  into 
such  kilhngs,  and  is  now  in  the  initial  stages  of  the  investigations.  Therefore,  it  is 
still  too  early  to  report  that  these  investigations  have  been  through.  We  hope  that 
the  new  government  of  President  Preval  will  make  enough  additional  progress  to 
meet  the  Dole  Amendment  criteria. 

The  original  USAID-supported  human  rights  fund  to  assist  victims  of  human 
rights  abuses  during  the  de-facto  military  government,  ceased  operating  in  June 
1995.  To  assist  victims  and  survivors  of  human  rights  violations  after  the  return  of 
President  Aristide,  USAID  intends  to  establish  a  new  $500,000  human  rights  fiand 
within  the  Democracy  Enhancement  project  and  shortly  will  begin  consultations 
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with  Congress  on  this.  The  fund  will  be  used  to  continue  efforts  to  redress  hiunan 
rights  abuses;  provide  direct  assistance  to  victims  of  human  rights  abuses;  and  pro- 
mote the  rule  of  law  and  non-violence. 

The  Development  Fund  for  Africa 

Mr.  Callahan.  The  1997  budget  request  includes  a  proposal  to  recreate  a  sepa- 
rate Development  Fund  for  Africa,  to  be  funded  at  a  level  of  $704  million.  The 
House  included  a  separate  account  for  Afiica  in  its  bill  last  year,  but  the  Senate 
did  not,  and  in  conference  we  receded  to  the  Senate. 

Why  is  a  separate  account  for  Africa  needed?  Is  USAID  having  trouble  operating 
its  programs  in  Africa  in  1996  without  a  separate  fund? 

What  is  the  rationale  for  a  fund  for  one  region,  like  Africa,  as  opposed  to  separate 
funds  for  Latin  America  or  Asia?  We  have  separate  accounts  for  Eastern  Europe  and 
the  New  Independent  States,  but  that  is  presumably  because  our  assistance  to  these 
regions  is  transitional  and  will  end  in  the  near  future. 

Answer.  Reinstating  the  Development  Fund  for  Africa  clearly  indicates  our  inten- 
tion to  continue  to  address  the  serious  development  needs  in  Africa,  even  with  de- 
creasing budgets.  Requesting  a  separate  account  is  not  an  indication  of  trouble  in 
operating  our  programs  there.  Rather,  it  is  a  signal  of  our  strong  commitment  to 
continue  our  development  assistance  to  one  of  the  most  underdeveloped  regions  in 
the  world,  in  those  countries  which  are  committed  to  soiuid  economic  policies  and 
democratic  governance. 

As  you  note,  our  programs  in  Eastern  Europe  and  the  New  Independent  States 
are  short  term  in  nature.  Our  programs  in  Latin  America  and  Asia  have  been  in 
place  for  many  years  and  we  are  now  beginning  to  phase  down  in  some  countries 
or  "graduate"  others.  As  we  are  already  operating  in  fewer  countries  in  each  of  these 
regions  than  in  the  past,  continuing  to  fund  them  from  a  single  Development  Assist- 
ance account  makes  sense. 

Housing  Guaranty  Program 

Mr.  Callahan.  The  1997  budget  request  includes  $5  million  for  the  housing  guar- 
anty program,  which  would  generate  a  credit  program  of  $47  million  in  guaranteed 
loans.  Programs  would  be  funded  in  Indonesia,  India,  Morocco,  South  Africa,  and 
the  Czech  Republic. 

1.  Are  these  loans  for  housing  or  for  other  purposes? 

2.  Why  are  these  countries  chosen  for  the  cremt  program,  as  opposed  to  those  that 
are  less  developed? 

Last  year,  the  General  Accounting  Office  issued  a  report  that  was  extremely  criti- 
cal of  the  housing  guaranty  program.  Indeed,  these  criticisms  resulted  in  a  move 
by  the  International  Relations  Committee  to  eliminate  the  authority  for  the  pro- 
gram, except  for  the  housing  program  in  South  Africa. 

USAID  has  defended  the  program  and  stated  that  the  default  rate  for  the  loan 
program  is  relatively  low.  However,  as  part  of  the  appropriation  for  debt  relief  that 
has  been  submitted  by  the  Treasury  Department,  the  United  States  would  forgive 
$85  million  in  housing  debt  for  the  Ivory  Coast  and  $25  million  in  housing  debt  for 
Nicaragua  at  a  cost  of  $5.5  million.  Isn't  is  easy  to  have  a  low  default  rate  if  you 
simply  forgive  housing  debt  owed  by  other  nations? 

Please  provide  a  summary  of  the  housing  debt  held  by  each  covmtry,  and  the  ex- 
tent to  which  such  debt  has  been  forgiven  in  the  past. 

Answer.  The  proposed  credits  for  South  Africa  would  continue  USAID's  low-in- 
come affordable  housing  program.  Credits  for  the  other  four  countries — ^Indonesia, 
India,  Morocco,  and  the  Czech  Republic — would  be  used  to  provide  basic  environ- 
mental infrastructure  and  services,  like  clean  water,  sewers,  and  garbage  collection. 
These  would  go  to  the  urban  poor,  that  is,  to  households  below  the  median  income 
level. 

Today,  as  in  the  past,  the  Housing  Guaranty  program  operates  overwhelmingly 
in  lower-income  countries.  Two-thirds  of  the  FY  1997  credit  subsidy  appropriation 
will  go  to  India,  Indonesia,  and  Morocco,  all  of  which  fall  into  the  World  Bank's 
lower-income  categories.  The  Czech  Republic  and  South  Africa  were  chosen  because 
it  is  essential  to  maintain  the  momentum  of  successful  ongoing  HG  programs  in 
those  countries. 

It  should  be  noted  that  South  Africa  would  not  have  been  allowed  to  initiate  any 
new  HG  authorizations  under  the  recently  vetoed  FY  1996  Foreign  Relations  Au- 
thorization bill. 

You  mentioned  proposed  debt  forgiveness  for  the  Ivory  Coast  and  Nicaragua. 
Treasury  has  outlined  a  potential  debt  restructuring  program.  Debt  included  in  the 
program  would  involve  the  Export-Import  Bank,  USD  A,  and  HG;  the  purpose  of  the 
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program  would  be  to  reduce  the  potential  loan  loss  liabilities  of  the  US  Government 
by  selling  loans  to  private  investors.  This  debt  restructuring  program  is  still  a  sub- 
ject of  deliberation  within  and  among  the  Executive  Branch  agencies  involved.  No 
final  decision  has  been  reached  to  pursue  debt  restructuring  or  debt  forgiveness 
under  the  Treasury  program. 

If  undertaken,  these  will  be  the  first  cases  of  debt  forgiveness  under  the  HG  pro- 
gram in  many  years.  As  of  September,  1995,  $39.8  million — or  less  than  one  and 
one-half  cents  per  dollar  guaranteed — of  HG  loans  have  been  written  off  These 
write-offs  are  from  the  earliest  HG  programs,  in  which  foreign  exchange  risk  was 
not  guaranteed.  The  program  was  subsequently  changed  to  correct  this  problem. 

The  summary  of  housing  debt  held  by  each  country  is  attached. 
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USAID  Housing  Guaranty  (HO)  Proar— 

HG  Loans  Summary  -  FY  1995 
(as  of  9/30/95) 
(U8S  millions) 

-  -  Actiy*  Portfolio  -  - 
Country      Amount   Continq.  Liab.   Claims     Leans     Country 
Contracted  Outstanding   (pd/U8AID)  Raschedulad  Total 


Sovareiqn 

Argantina 

24.8 

1.7 

Barbados 

10.0 

7.2 

Belize 

2.0 

1.9 

Bolivia 

28.9 

15.7 

Botswana 

9.9 

9.5 

Chile 

75.0 

60.7 

Costa  Rica 

40.0 

30.1 

Csech  Rep. 

20.0 

20.0 

Domin.  Rep. 

4,0 

0.4 

Ecuador 

61.0 

52.5 

El  Salvador 

15.0 

13.5 

Ethiopia 

- 

- 

Guyana 

- 

- 

Guatemala 

10.0 

10.0 

Honduras 

61.3 

58.3 

India 

144.0 

141.0 

Indonesia 

145.0 

145.0 

Israel 

600.0 

509.1 

Ivory  Coast 

63.3 

44.6 

Jamaica 

117.1 

97.7 

Jordan 

56.0 

55.8 

0.4 


1.0 


1.6 


0.1 


(1.0) 


17.1 


42.7 

44.8 

- 

7.2 

- 

1.9 

17.6 

34.3 

- 

9.5 

- 

60.7 

2.5 

34.2 

- 

20.0 

6.2 

6.7 

11.3 

63.8 

3.5 

17.0 

1.9 

1.9 

1.4 

1.4 

- 

10.0 

32.1 

89.4 

- 

141.0 

- 

145.0 

- 

509.1 

24.3 

86.0 

34.4 

132.1 

2.1 

57.9 
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K«nya 

48.0 

Korea 

95.0 

Lebanon 

30.0 

Maxuritius 

4.0 

Morocco 

63.7 

Nicaragua 

5.0 

Pakistan 

40.0 

Panama 

73.9 

Paraguay 

4.0 

Peru 

106.1 

Philippines 

35.0 

Poland 

10.0 

Portugal 

100.0 

Senegal 

- 

Sri  Lanka 

70.0 

Thailand 

10.0 

Tunisia 

130.0 

Venezuela 

8.9 

Zaire 

10.0 

Zimbabwe 

65.0 

TOTALS    1 

.395.9 

Non-Sovereign 

Biape(Ven.) 

6.0 

CABEKHond.) 

139.9 

Banco  General  14.0 
(Panama) 

Nedcor  Bank   30. 0 
TOTALS       189.9 


(  2  ) 
42.1 

47.0 
28.0 

4.0 

63.3 
2.4 

40.0 

61.3 
2.9 

66.3 

35.0 

10.0 

100.0 

65.1 

9.2 

119.2 

1.9 

1.6 

64.4 
2,038.4 

5.2 

103.6 

14.0 

30.0 
152.8 


2.0 


0.9 


0.3 


0.3 


5.0 


27t7 


2.3  46.4 
47.0 
28.0 
4.0 
63.3 
21.7  25.0 
40.0 

27.2  88.8 

2.9 

164.2       230.8 

35.0 

10.0 

100.0 

4.6         4.6 

65.1 

9.2 

'-         94.2 

1.9 

14.3  20.9 

-  ^4,4 

414.3    2.455.4 

5.2 

103.6 

-  14.0 

-  ?9-0 


AS1±S. 
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Bosnia 

Mr.  Callahan.  Earlier  this  month  the  Congress  approved  $198  million  for  assist- 
ance for  Bosnia.  A  large  portion  of  those  funds  will  be  used  for  reconstruction  assist- 
ance in  Bosnia,  including  infrastructure  and  finance  activities. 

Late  last  year  the  U.S.  government  sent  a  tejun  from  the  Trade  and  Development 
Agency  and  USAID  to  Bosnia  to  look  at  reconstruction  activities,  and  to  determine 
in  which  sectors  of  the  economy  the  United  States  could  both  assist  Bosnia  and  pro- 
vide an  opportunity  for  the  American  business  community  to  benefit  from  economic 
growth  in  that  country.  We  were  looking  at  targeting  the  energy  sector,  the  tele- 
communications sector,  and  the  transportation  sector,  among  others. 

I've  heard  disturbing  news  that  the  United  States  has  fallen  behind  European  na- 
tions in  efforts  to  open  up  these  sectors  for  business.  The  result  could  be  that  we 
will  lose  the  battle  for  business  opportunities. 

What  are  the  current  plans  for  assisting  American  businesses  in  Bosnia?  Will  the 
USAID  reconstruction  assistance  programs  in  Bosnia  be  used  to  help  American  com- 
panies in  this  effort?  If  so,  how? 

Answer.  USAID  is  making  every  effort  to  assure  that  U.S.  companies  benefit 
from  the  U.S.  reconstruction  program  in  Bosnia. 

Following  the  joint  TDA/USAID  definition  mission  to  Bosnia  last  December,  the 
Administration  determined  that  we  could  make  our  most  significant  contribution  to 
reconstruction  of  Bosnian  infrastructure  by  focusing  on  repair  of  energy,  water, 
sanitation,  communications  and  transportation  systems  at  the  community  level,  in 
the  areas  where  displaced  persons  would  then  have  the  opportunity  to  retvu-n  to 
their  pre-war  homes  and  resume  normal  Uves.  Consequently,  we  are  dedicating  $70 
milUon  out  of  the  FY  96  $198  million  supplemental  appropriation  to  financing  the 
USAID  Municipal  Infrastructure  and  Services  (MIS)  Program. 

Under  the  MIS  Program,  a  United  States  construction  management  firm  will  be 
awarded  a  multi-million  doUar  contract  to  manage  the  work  of  Bosnian  construction 
subcontractors  who  will  carry  out  the  infrastructure  repair  work.  The  American 
company  will  be  selected  shortly.  The  actual  construction  will  be  undertaken  by 
local  firms  using  primarily  local  building  materials. 

The  MIS  program  complements  our  Emergency  Shelter  Repair  Program  now  un- 
derway to  faciUtate  the  safe  return  of  displaced  families  to  their  proper  homes  and 
villages  surrounding  municipalities  primarily  in  the  Federation. 

An  American  management  company.  Development  Alternatives,  Inc.  in  collabora- 
tion with  the  Chase  Manhattan  Bank,  will  staff  the  On-lending  Management  Unit 
which  will  manage  the  Bosnia  Reconstruction  Finance  Facility  Program  (BRFF)  to 
provide  quick  disbursing  loans  to  small  and  medium  enterprises  to  stimulate  em- 
ployment. 

U.S.  suppliers  will  be  kept  informed  through  the  Department  of  Commerce's  rapid 
alert  communications  network  when  high  cost  capital  equipment  purchases  are  re- 
quired by  BRFF  borrowers  or  MIS  subcontractors.  The  Department  of  Commerce 
also  runs  the  Eastern  European  Business  Information  Center  (EEBIC),  the  Bosnia 
"hotline"  number,  and  Bosnia  Home  Page  on  the  Internet  to  provide  up-to-date  in- 
formation on  business  opportunities  in  Bosnia  for  U.S.  firms.  USAID's  Center  for 
Trade  and  Investment  Services  also  provides  extensive  information  and  contacts  for 
U.S.  businesses  seeking  opportunities  in  Bosnia,  including  hnking  U.S.  and  Bosnian 
companies. 

The  FY  96  USAID  budget  for  Bosnia  provides  a  $2  miUion  transfer  under  the 
Support  for  East  European  Democracy  (SEED)  Act  of  1989  to  the  Trade  and  Devel- 
opment Agency  to  finance  feasibility  studies  for  large  contracts  in  sectors  mentioned 
in  your  question. 

Regarding  the  issue  of  European  advantage  over  U.S.  business  in  Bosnia,  Euro- 
peans have  the  natural  advantage  of  geographic  proximity  to  Bosnia  as  well  as  long 
personal  and  business  ties  to  the  former  Yugoslavia,  including  Bosnia. 

Population 

Mr.  Callahan.  What  are  the  funding  levels  for  population  assistance  programs 
within  AID  from  fiscal  years  1987  through  the  proposed  fiscal  year  1997  level? 

Answer.  The  total  population  assistance  funding  levels  for  fiscal  years  1987 
through  1997  are: 

y  Total  USAID  population 

'^"  funding  (all  accounts) 

1987'  $286,604,000 

1988 248,066,000 
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Yj3,  Total  USAIO  population 

funding  (all  accounts) 

1989 257,578,000 

1990 287,128,000 

1991  353,789,000 

1992 325.643,000 

1993 447,848,000 

1994  2  480,172,000 

19953  547,700,000 

1996*  356,000,000 

1997  5  435,000,000 

>Pf  1978  includes  $46.0  million  reobligated  prior  year  funds  for  Asia. 

'Excludes  UNFPA  at  $40.0  million  for  FY  1994. 

3  FY  1995  reflects  new  obligation  authority  levels  and  excludes  UNFPA  at  $35.0  million  in  FY  1995. 

'Planning  figure  according  to  FY  1995  appropriation,  excludes  UNFPA  at  $22.75  million. 

'Estimated  figure  for  development  assistance. 

Population 

Mr.  Callahan.  By  account  (and  by  country  for  the  Economic  Support  Fund),  what 
are  the  proposed  funding  levels  for  1997  for  population  assistance  activities? 

Answer.  The  proposed  funding  level  for  1997  population  activities  from  develop- 
ment assistance  is  $435  million.  While  we  do  not  have  breakouts  for  ESF,  we  esti- 
mate that  it  may  be  $10-15  million  for  population.  At  this  early  stage,  we  have  no 
further  break-out  by  account  or  by  country  for  this  1997  level. 

Mr.  Callahan.  How  much  of  the  1997  funding  for  population  would  be  centrally 
managed  through  the  Global  Bureau?  Does  AID  support  the  management  of  family 
planning  assistance  programs? 

Answer.  Historically,  at  least  65%  of  total  USAID  funding  for  population  has 
been  managed  through  the  Global  Bureau's  Office  of  Population.  We  anticipate  that 
this  trend  will  continue  into  1997. 

USAID  provides  technical  and  financial  assistance  to  host-country  governments 
and  private  organizations  through  bilateral  (government  to  government)  programs, 
regional  programs,  and  through  a  network  of  centrally  funded  cooperating  agencies 
(primarily  U.S.-based  private  organizations).  USAID  population  assistance  supports 
family  planning  service  delivery  and  related  activities  (training,  communications 
and  management)  as  well  as  research,  policy  and  evaluation.  One  important  aspect 
of  USAID's  programs  is  support  for  institution  building  and  strengthening,  which 
seeks  to  enhance  the  management  of  family  planning  programs  so  that  programs 
are  high  quality,  can  maximize  their  cost-effectiveness  and  recovery,  and  can  ulti- 
mately graduate  from  USAID  assistance. 

Mr.  Callahan.  Please  list  the  top  ten  nonprofit  and  nongovernmental  recipients 
of  international  family  planning  funds  for  fiscal  years  1995,  1996,  and  anticipated 
for  fiscal  year  1997. 

Answer.  At  this  time,  we  can  provide  information  on  centrally-fiinded  organiza- 
tions using  actual  levels  for  fiscal  year  1995  and  planning  levels  for  fiscal  year  1996. 
We  cannot  estimate  yet  for  fiscal  year  1997,  although  we  anticipate  that  funding 
patterns  will  be  fairly  consistent.  The  top  ten  nonprofit  and  nongovernmental  recipi- 
ents of  population  assistance  for  fiscal  years  1995-96  are:  Pathfinder  International, 
The  Futures  Group,  The  Population  Council,  Johns  Hopkins  University,  John  Snow, 
Inc.,  Access  to  Voluntary  and  Safe  Contraception  (AVSC),  Family  Health  Inter- 
national, International  Planned  Parenthood  FederationAVestern  Hemisphere  Re- 
gion, JHPIEGO  Corporation,  and  Macro  International. 

Mr.  Callahan.  What  is  AID's  estimate  of  the  number  of  abortions  performed  in 
fiscal  years  1994  and  1995  by  organizations  that  received  family  planning  assistance 
funds  from  AID  during  that  period? 

Answer.  USAID  seeks  to  improve  access  to  and  quality  of  family  planning,  which 
helps  prevent  unsafe  abortions.  Neither  the  Administration  nor  USAID  advocate 
abortion  as  a  method  of  family  planning.  Under  existing  law,  USAID  funds  may  not 
be  used  either  to  fund  abortions  as  a  method  of  family  planning  or  to  motivate  any 
person  to  have  an  abortion.  This  restriction  is  not  applied  in  cases  of  rape,  incest, 
or  if  the  life  of  the  woman  is  in  danger,  and  then  only  where  such  abortions  are 
legal.  Any  USAID-fiinded  organization  that  uses  private  funds  or  funds  from  other 
donors  for  abortion  are  required  to  keep  USAID  funds  separate  and  to  verify  that 
no  USAID  funds  are  being  used  for  abortion.  As  a  result,  USAID  does  not  track  the 
information  on  abortion  that  is  being  requested. 
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Operating  Expenses — Reduction-in-Force 

Mr.  Callahan.  Last  year  we  had  considerable  discussion  about  the  proper  level 
of  support  for  USAID's  operating  expenses.  In  the  end,  we  agreed  to  allow  up  to 
$25  million  in  program  expenses  to  be  used  to  supplement  USAID's  operating  ex- 
penses account,  for  a  total  of  $490  million. 

Of  course,  that  is  not  all  that  is  available  for  USAID  to  support  its  operations. 
There  are  local  currency  trust  funds,  generated  by  cash  grants  of  the  U.S.  Govern- 
ment to  various  countries.  There  are  unobligated  balances  from  prior  years,  of  which 
USAID  has  $27  million  in  1996. 

According  to  information  provided  to  the  Committee  earlier  this  week,  the  Presi- 
dent's budget  assumes  USAID  will  have  $25  miUion  less,  from  all  sources,  in  avail- 
able resources  for  its  operations  in  1997. 

You  have  announced  that  USAID  will  be  $60  million  short  of  the  funding  it  needs 
in  1997  in  order  to  operate  at  the  1996  level.  Presumably  that  is  the  reason  for  the 
proposed  reduction-in-force  of  200  employees,  not  the  1996  funding  level  you  re- 
ceived from  the  Congress. 

Is  that  correct?  Specifically,  what  are  the  components  of  this  $60  million  shortfall? 

Answer.  The  General  Accounting  Office,  in  their  review  of  operating  expenses  last 
summer,  confirmed  that  USAID  would  have  to  shut  down  or  be  in  violation  of  anti- 
deficiency  statutes  at  a  level  of  $465  million.  Congress  then  provided  an  additional 
$25  million  in  program  funds  for  operating  expenses  costs.  We  are  struggling  to  op- 
erate this  fiscal  year  at  the  levels  provided,  which  are  $39  milUon  below  the  level 
requested,  but  in  doing  so  will  be  unable  to  carry-forward  funds  to  FY  1997  as  had 
been  planned.  The  reduction-in-force  is  required  because  of  the  combined  impact  of 
the  limited  funding  made  available  for  FT  1996  and  the  impact  this  shortfall  has 
had  on  FY  1997  costs  due  to  the  Agency  having  had  to  move  some  planned  FY  1996 
activities  to  FY  1997. 

Regarding  the  $60  million  shortfall,  this  represents  the  difference  between  the 
total  amount  that  would  be  available  at  the  level  requested  for  FY  1997  versus  the 
levels  which  would  be  required  to  maintain  the  December,  1995  on-board  workforce 
levels  in  FY  1997.  It  consists  of  $9  million  for  the  January  1997  Federal  pay  raise 
proposed  by  the  Administration,  $16  million  in  inflationary  costs  associated  with 
rents,  utilities,  foreign  national  salaries  and  benefits  overseas,  a  reduction  of  $8  mil- 
lion available  in  local  currency  trust  funds  in  FY  1997  compared  to  FY  1996,  and 
the  one  time  carryover  of  $27  miUion  from  FY  1995  to  FY  1996. 

Mr.  Callahan.  Although  you  are  proposing  a  reduction-in-force  in  1996,  other  ex- 
penses will  increase.  Specifically,  travel  expenses  will  go  up  to  20  percent.  Why  is 
that? 

Answer.  Compared  to  FY  1995,  we  will  be  spending  more  on  training  travel,  in 
part  due  to  training  of  overseas  mission  staff"  in  the  new  management  systems.  We 
are  currently  estimating  that  operational  travel  will  be  below  FY  1995  levels,  per- 
haps by  $1  million  or  more.  However,  we  anticipate  that  mandatory/statutory  travel 
costs  will  increase,  perhaps  considerably,  because  of  the  expense  of  bringing  RIFed 
foreign  service  employees  back  from  overseas  and  sending  these  employees,  as  well 
as  foreign  service  employees  RIFed  from  headquarters,  to  their  separation  address- 
es. There  will  also  be  additional  travel  cost  associated  with  filling  some  of  the  more 
critical  overseas  positions  which  might  become  vacant  due  to  the  vagaries  of  a  RIF. 

Mr.  Callahan.  If  you  receive  the  same  appropriated  level  for  operating  expenses 
in  1997  as  in  1996,  $465  milUon,  what  impact  will  this  have  on  USAID  operations? 

Answer.  At  a  level  of  $465  milUon  in  FY  1997,  the  Agency  would  be  unable  to 
meet  its  expenses  and  would  have  to  either  shut  down  or  be  in  violation  of  anti- 
deficiency  statutes.  There  is  no  means  by  which  the  Agency  can  reduce  its  workforce 
by  the  amount  which  would  be  required  at  that  funding  level  because  of  the  large 
one-time  costs  associated  with  a  RIF.  In  addition,  even  if  Congress  were  to  provide 
additional  fiinding  for  such  one-time-costs,  the  Agency  would  be  unable  to  begin  to 
provide  even  minimal  management  oversight  of  its  activities  either  overseas  or  in 
headquarters. 

Protecting  USAID's  Technical  Skills  Under  a  RIF 

Mr.  Callahan.  Mr.  Atwood,  in  your  prepared  statement  you  point  out  that 
USAID  is  not  a  "faceless  bureaucracy  ripe  for  the  trimming."  I  agree,  and  I  am  glad 
you  said  that.  You  also  emphasized  the  uniqueness,  experience,  and  special  tech- 
nical skills  of  the  USAID  technical  staff". 

Two  possible  problems  with  retaining  your  technical  talent  in  the  face  of  a  pos- 
sible reduction  in  force  have  come  to  my  attention,  and  I  would  like  to  give  you  an 
opportunity  to  reassure  those  individuals. 
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First,  do  the  RIF  rules  protect  engineers,  economists,  agriculture  and  medical  re- 
searchers, and  other  technically  skilled  people?  Some  of  your  people  believe  that 
these  are  the  very  categories  that  will  be  further  decimated  while  managers,  gener- 
alists,  and  policy  wonks  will  be  protected  from  the  RIF. 

Answer.  Mr.  Chairman,  first  I  would  like  to  say  that  we  are  not  planning  to  deci- 
mate any  category  of  employee  in  the  RIF,  including  our  superb  cadre  of  technical 
specialists.  However,  at  this  time,  it  would  be  inappropriate  for  me  to  state  that  any 
category  of  employee  will  be  absolutely  protected  from  the  RIF.  In  both  the  Foreign 
Service  and  Civil  Service  the  decisions  regarding  which  skill  areas  to  cut  back  must 
be  based  on  a  careful  analysis  of  program  dollar  resources  available  and  no  deci- 
sions can  or  will  be  made  until  that  analysis  has  been  completed. 

We  are  analyzing  the  Agency's  long-range  staffing  requirements  based  on  the 
most  recent  five-year  planning  documents  provided  by  USAID's  overseas  missions 
and  Washington  organizational  units.  These  plans  reflect  our  best  estimate  of  re- 
sources available  to  support  proposed  programming.  We  are  also  studying  alter- 
native models  for  delivery  of  foreign  assistance,  consistent  with  the  Agenc^s  New 
Management  Svstems  and  resources  limitations.  The  conclusions  resulting  from 
these  efforts  will  guide  me  and  my  senior  advisers  to  decisions  in  May,  in  order  to 
finalize  RIF  Plans  in  June. 

Throughout  this  process  we  will  be  trying  to  determine  the  most  appropriate  skill 
mix  and  numbers  of  staff  needed.  Our  considerations  will  include: 
Overseas  versus  Headquarters  levels; 
Civil  Service  versus  Foreign  Service  levels;  and 
Technical  versus  Generalists  versus  Managerial  mix  and  levels. 

In  the  end,  I  will  make  the  decisions  regarding  the  best  mix  to  fulfill  USAID's 
mission,  now  and  in  the  future,  as  equitably  as  I  can,  based  on  our  long  range  plans 
and  program  dollar  resources  available  to  support  them.  USAID  staff,  you,  and  this 
Committee  should  expect  nothing  less. 

Mr.  Callahan.  Second,  I  understand  that  there  is  a  multi-year  ban  on  subsequent 
work  for  any  contractor  by  any  USAID  employee  who  participates  in  a  contract  de- 
sign or  award  leading  to  that  contract  or  award.  .  .  .  With  the  increasing  nvunber 
of  multi-award  contracts  covering  task  orders  for  broad  ranges  of  activities  by  sev- 
eral companies,  more  than  the  normal  number  of  USAID  technical  staff  are  involved 
in  RFPs  and  thus  fall  under  the  ban.  Doesn't  this  policy  inadvertently  discourage 
retirements  and  earlv  outs  by  penalizing  technical  employees  who  work  on  a  con- 
tract and  subsequently  are  dismissed  under  RIF? 

Answer.  The  multi-year  post-federal  employment  ban  is  one  of  several  ethical  and 
conflict  of  interest  restrictions  that  apply  to  all  federal  employees.  We  have  worked 
very  hard  to  increase  knowledge  and  awareness  among  our  people  of  the  Standards 
of  Conduct,  the  laws  in  title  18  of  the  U.S.  Code,  and  the  requirements  estabUshed 
by  Congress  under  the  Procurement  Integrity  law. 

We  also  have  vigorously  pursued  the  Vice  President's  initiative  to  reinvent  gov- 
ernment and  Congress'  subsequent  mandate  to  improve  the  efficiency  and  openness 
of  our  procurement  processes.  We  have  also  made  these  systems  more  flexible  and 
responsive  to  the  rapidly  changing  development  challenges  we  now  face.  To  that 
end,  we  have  increased  our  use  of  larger  scale,  multi-award  Requests  for  Proposals 
or  "RFPs."  These  larger  scsde  RFPs  often  involve  contract  awards  to  several  compa- 
nies, each  with  a  broad  range  of  activities  that  are  accomplished  through  individual 
task  orders. 

Within  the  confines  of  the  various  laws  and  regvdations,  we  have  tried  to  struc- 
ture these  RFPs  to  minimize  negative  career  impact  on  our  employees.  For  example, 
under  a  single  RFP  we  often  maintain  completely  separate  evaluation  processes  and 
award  separate  contracts  under  each  distinct  technical  component.  Structured  in 
this  way,  the  post-employment  restrictions  imposed  on  our  technical  employees 
working  in  one  area  are  not  artificially  expanded  to  include  other  technical  areas 
simply  because  we  chose  to  offer  a  single  RFP  with  multiple  components  rather  than 
several  smaller  RFPs.  Such  a  structure  also  achieves  the  same  effect  with  respect 
to  our  non-technical  staff. 

Of  course,  proper  structuring  of  such  larger  scale  RFPs  only  allows  us  to  go  so 
far.  There  are  no  special  exemptions  for  RIFed  employees  under  any  of  the  govern- 
ment-wide ethics  laws  and  regulations.  Any  employee  working  on  an  RFP,  of  what- 
ever size,  wiU  naturally  want  to  consider  the  effect  that  performing  such  work  will 
have  on  his  or  her  subsequent  career  in  the  event  he  or  she  is  dismissed  under  a 
RIF.  USAID  management  fully  recognizes  with  the  accomplishment  of  our  Agency 
mission  and  objectives,  we  will  allow  for  work  assignments  that  will  minimize  the 
potentially  negative  career  impact  on  these  laws  and  regulations.  We  will  continue 
to  work  with  our  attorneys,  our  Office  of  Procurement,  and  other  employees 
throughout  the  Agency,  as  well  as  with  appropriate  officials  from  the  Office  of  Gov- 
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eminent  Ethics,  to  ensxire  that  USAID  will  achieve  its  mission  and  objectives  while 
at  the  same  time  providing  the  broadest  career  opportunities  for  our  employees, 
both  technical  and  non-technical,  within  the  public  service  and  beyond. 

Potential  Move  of  USAID 

Mr.  Callahan.  The  fiscal  year  1996  appropriations  act  prohibits  the  use  of  funds 
to  move  USAID  to  the  Federal  Triangle  Builchng. 

How  much  in  fiscal  year  1995  or  prior  year  funds  have  been  used  to  prepare  for 
this  move?  For  what  purposes  were  tiie  fiinds  obligated  and  expended? 

Answer.  The  Agency  has  obligated  $8  miUion  through  FY  1995  for  the  move. 
These  funds  are  for  in-house  consolidation  activities  such  as  space  planning  as  well 
as  for  activities  to  be  undertaken  by  the  GJeneral  Services  Administration  relating 
to  the  space  to  be  occupied  by  USAID.  We  held  up  an  additional  $5  million  transfer 
of  prior-year  funds  to  GSA  this  past  fall  when  Congress  passed  a  prohibition  on  the 
use  of  FY  1996  fiinds  for  the  move  to  the  Federal  Tnangle  Building. 

Mr.  Callahan.  Of  the  $27  million  in  unobUgated  balances  in  the  operating  ex- 
penses account,  how  much  would  be  used  for  a  move  to  the  Federal  Triangle  Build- 
ing if  USAID  decided  to  ignore  Congressional  intent?  If  the  move  is  not  approved, 
could  the  funds  be  used  for  other  purposes? 

Answer.  USAID  has  set  aside  $19.8  million  out  of  the  $27  million  in  unobligated 
balances  to  cover  FY  1996  costs  associated  with  the  Agency  consolidation.  If  Con- 
gress does  not  approve  the  move  to  the  Federal  Triangle  Building,  these  funds 
would  be  applied  toward  the  cost  of  a  move  to  some  other  location,  yet  to  be  deter- 
mined. In  addition,  other  funds  would  have  to  be  fovmd,  as  the  total  cost  to  move 
elsewhere  would  exceed  the  amounts  the  Agency  has  targeted  for  the  move  to  the 
Federal  Triangle  Building.  USAID  must  vacate  over  237,000  square  feet  currently 
occupied  in  the  Department  of  State  building  prior  to  the  end  of  FY  1997  in  order 
for  that  space  to  be  renovated. 

Mr.  Callahan.  Specifically,  what  options  has  USAID  reviewed  and  actively  pur- 
sued as  an  alternative  to  the  move  to  the  Federal  Triangle  Building? 

Answer.  USAID  has  reviewed  the  Department  of  State  option,  which  consists  of 
space  in  the  Department  of  State  building,  Coliunbia  Plaza  Building,  515  22nd  St., 
N.W,  and  1100  Wilson  Blvd.,  Arlington.  This  option  would  cost  the  Federal  Govern- 
ment about  $83.8  million. 

In  addition,  USAID  has  developed  cost  estimates  on  the  assumption  that  a  single 
building  could  be  found  which  would  be  large  enough  to  consolidate  Headquarters 
operations.  The  cost  to  the  Government  of  this  option  would  be  about  $54. 1  miUion. 

A  third  option  has  also  been  developed,  based  on  locating  two  adjacent  buildings 
which  would  have  sufficient  space  for  the  consolidation.  The  estimated  cost  of  this 
option  is  $68.1  million. 

These  cost  estimates  exclude  the  extra  rental  costs  the  Department  of  State  would 
incur  if  USAID  were  to  move  back  into  its  current  quarters  as  a  result  of  not  being 
able  to  consolidate  as  many  of  their  holdings.  They  also  exclude  rental  income  GSA 
would  lose  during  the  24  months  or  more  the  FTB  space  would  be  vacant  after  com- 
pletion if  USAID  does  not  move  there. 

Mr.  Callahan.  Specifically,  what  has  USAID  asked  of  0MB  and  GSA  as  an  alter- 
native to  a  move  to  the  Federal  Triangle  Building? 

Answer.  Any  alternative  to  move  to  the  Federal  Triangle  Building  would  signifi- 
cantly increase  total  cost  to  the  Government.  One  obvious  alternative  is  to  move 
back  into  the  Department  of  State  configuration,  consisting  of  4  buildings,  once  the 
renovation  of  that  building  is  completed.  However,  this  is  the  most  expensive  sce- 
nario. USAID  has  also  started  looking  to  see  if  there  are  any  other  locations  avail- 
able at  a  lower  cost,  and  has  located  two  sites  in  D.C.,  at  least  one  of  which  might 
turn  out  to  be  suitable  should  the  FTB  option  be  closed. 

Mr.  Callahan.  What  is  the  average  cost,  per  square  foot,  of  commercial  office 
space  in  the  D.C.  metropohtan  area  at  the  present  time?  How  does  this  compare 
with  the  cost  per  square  foot  USAID  would  pay  at  the  Federal  Triangle  Building? 

Answer.  The  Office  Market  Indicators  (OMI)  as  of  April  1,  1996  (Washington 
Post,  4/29/96)  for  "asking  rents  for  new  office  space,  annual  dollars  per  square  foot 
service",  are  as  follows: 

OMI: 

DC  $36.67 

NVA  23.72 

MD  20.13 

Metro  Region 27.67 
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Asking  rents  may  be  discounted  ten  to  forty  percent.  These  are,  however  current 
year  rates  for  the  entire  metropolitan  area.  These  rents,  to  be  comparable  to  the 
FTB,  would  need  to  be  escalated  three  to  five  percent  per  year  for  two  full  years 
to  compare  them  to  our  rates  in  the  Federal  Triangle  Building  in  FY  1998  oiu-  first 
full  year  of  occupancy.  ' 

In  addition,  GSA  calculates  the  square  footage  for  government-leased  space  dif- 
ferently than  commercial  space  is  calculated.  GSA's  cost  is  based  on  "occupiable 
space  rather  than  "rentable  space"  which  is  used  commercially.  Occupiable  space 
excludes  the  building  service  core,  stairwells,  public  rest  rooms  and  corridors  etc 
that  are  included  the  cost  of  "rentable  space."  Therefore,  a  direct  comparison  is  dif- 
ficult. However,  GSA's  rates  are  based  on  a  market  appraisal  for  comparable  space 
in  the  same  general  area  so  that  if  their  rates  are  not  comparable,  they  will  be  re- 
duced. 

Mr.  Callahan.  Of  the  building  options  pursued  by  USAID,  what  would  be  the 
cost  per  square  foot  of  the  various  options?  How  does  this  compare  with  the  Federal 
Triangle  Building? 

Answer.  The  comparison  of  the  four  options.  Federal  Triangle  Building  Depart- 
ment of  State,  a  single  building  other  than  FTB,  and  a  two  building  option  is  de- 
tailed below.  The  data  is  for  FY  2000  which  is  the  point  in  time  that  the  State  op- 
tion would  be  fiilly  implemented. 

So  ft  (thou  )  Annual  rent  (mil-        Base  rental  cost  per 
lions)  sq.  ft. 

^^  -  517.4  $28.1  $54.34 

State  (4  bidgs)  599.I  24.9  41.62 

* 555.7  24.1  43.34 

^  579.8  21.6  37.19 

Mr.  Callahan.  What  costs  are  assumed  for  security  for  the  Federal  Triangle 
Building?  Are  these  costs  budgeted  with  the  operating  expenses  account,  or  is  it  as- 
sumed the  Inspector  General  will  cover  these  costs? 

>^S\VER.  The  cost  to  cover  the  Agency's  specific  security  requirements  is  about 
$4.3  million,  covering  both  design,  procurement  of  hardware,  and  installation.  Addi- 
tional funding  will  be  required  for  guard  services — about  $1.7  million  in  FY  1997. 
These  estimates  exclude  security  enhancements  required  as  a  result  of  the  Depart- 
ment of  Justice  study  subsequent  to  the  Oklahoma  bombing.  The  Agency  assumes 
that  GSA  will  cover  the  costs  of  these  requirements. 

Mr.  Callahan.  Are  the  assvuned  costs  for  the  option  of  remaining  in  the  State 
Department  based  on  the  lower  total  square  footage  levels  assumed  for  the  Federal 
Triangle  Building,  or  on  current  space  held  by  USAID  within  the  State  Department? 

Answer.  Costs  for  the  State  Department  option,  which  includes  three  other  build- 
ings in  addition  to  space  in  the  State  Department  building,  are  based  on  about 
593,000  square  feet.  The  space  requirements  are  impacted  by  two  factors:  (1)  the 
need  to  maintain  multiple  mail  centers,  computer  operations  centers,  and  duplica- 
tion of  other  facilities,  not  necessary  in  the  FTB  and  (2)  the  desigr.  of  the  FTB  al- 
lows us  to  reduce  square  footage  per  employee  to  meet  the  GSA  and  congressionally 
mandated  requirements  which  cannot  be  met  in  any  of  the  other  options  because 
of  the  lack  of  flexibility  in  the  layout  of  the  buildings. 

Questions  for  the  Record  Submitted  by  Representative  Porter 

NIS  Earmarks 

Mr.  Porter.  Last  year's  Foreign  Operations  Appropriations  bill,  signed  into  law 
by  President  Clinton,  contains  several  country  specific  earmarks,  including  ear- 
marks for  Armenia  and  Ukraine.  Does  USAID  interpret  these  earmarks  as  a  ceiling 
m  U.S.  assistance  to  these  specific  countries. 

Answer.  While  these  earmarks  do  not  represent  ceilings  on  funding  per  se,  these 
two  earmarks  greatly  exceed  our  FY  1996  planning  level  for  these  two  countries— 
by  $121  million.  At  the  same  time,  the  appropriated  level  for  the  New  Independent 
States  (NIS)  account  is  $145  million  lower  than  our  request.  These  two  actions  have 
created  a  great  impact  on  all  the  other  11  NIS  country  program  levels— requiring 
up  to  a  50%  drop  from  planning  levels  for  FY  1996.  Such  severe  adjustments— ei- 
ther up  or  down — cause  some  disruption  and  delay  in  our  program  plans.  Any  addi- 
tional funding  for  Armenia  or  Ukraine  would  exacerbate  cuts  elsewhere.  Given  de- 
creasing finding  availabilities,  these  two  particular  earmarks  are  likely  to  be  the  ex- 
tent to  our  planned  program  levels  for  Armenia  and  the  Ukraine  in  FY  1996 
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Mr.  Porter.  As  overall  foreign  assistance  funding  has  declined,  isn't  it  true  that 
country-specific  earmarks  have  helped  sustain  programs  at  much  higher  levels  than 
they  would  be  without  the  earmarks? 

Answer.  While  true  for  those  countries  earmarked,  such  earmarks  can  require 
devastating  cuts  in  other  country  programs.  This  year,  appropriations  for  all  USAID 
accounts  dropped  greatly — close  to  a  billion  dollars — from  the  Administration's  re- 
quest. Earmarking  programs  magnifies  the  impact  of  cuts  elsewhere. 

Compliance  with  Section  907  of  the  Freedom  Support  Act 

Mr.  Porter.  As  you  know,  the  House  last  year  overwhelmingly  voted  to  maintain 
Section  907  of  the  Freedom  Support  Act  which  prohibits  direct  aid  to  the  govern- 
ment of  Azerbaijan.  Can  you  tell  me  what  steps  USAID  is  taking  to  assure  Azer- 
baijan complies  with  the  conditions  of  Section  907? 

Answer:  Most  USAID  programs  in  Azerbaijan  are  aimed  at  providing  humani- 
tarian assistance  (food,  shelter,  health  care)  to  the  most  vulnerable  of  the  estimated 
9,000,000  refugees  and  internally  displaced  persons  who  have  fled  Armenia  and  the 
Nagorno-Karabakh  conflict.  All  of  this  assistance  is  provided  either  through  U.S. 
Private  Voluntary  Organizations  (PVOs),  Private  International  Organizations 
(PIOs),  or  other  International  Organizations  (lOs). 

When  these  organizations  receive  USAID  funding,  they  are  informed  of  Section 
907  restrictions  on  assistance  to  the  Government  of  Azerbaijan  (GAO)  and  are  di- 
rected to  follow  specific  guideUnes  which  were  developed  to  ensure  that  contact  with 
the  GOA  is  minimized  and  that  recipients  have  no  doubt  in  their  minds  that  this 
assistance  is  from  the  people  of  the  United  States  and  not  from  the  GOA. 

A  Department  of  State  and  USAID  team  jointly  formvdated  these  guidelines,  and 
distributed  them  to  organizations  providing  hiunanitarian  assistance  in  Azerbaijan. 
This  team  continues  to  work  closely  with  £dl  interested  organizations  to  ensure  that 
only  projected  fiilly  complying  with  Section  907  restrictions  are  considered  for  fund- 
ing. Once  underway,  projects  are  monitored  by  U.S.  Embassy  and  USAID  staff  to 
ensure  compUance. 

Presidential  Waiver  of  Section  907  of  the  Freedom  Support  Act 

Mr.  Porter.  The  Clinton  Administration  has  made  the  accusation  that  Azerbaijan 
is  precluded  from  receiving  even  humanitarian  assistance,  even  though  they  have 
received  over  $80  million  in  U.S.  aid.  Isn't  it  true  that  the  Clinton  Administration, 
Uke  the  Bush  Administration  before  it,  had  the  legal  authority  to  waive  Section  907 
should  it  choose  to  do  so?  Although  this  broad  and  almost  unprecedented  legal  au- 
thority has  been  used  to  waive  many  provisions  of  law,  neither  the  Clinton  Adminis- 
tration nor  the  Bush  Administration  chose  to  exercise  this  authority  to  waive  section 
907.  Isn't  this  true? 

Answer.  Under  Section  907  of  the  FREEDOM  Support  Act,  aid  cannot  be  pro- 
vided to  the  Government  of  Azerbaijan,  including  government  institutions  like  hos- 
pitals. Section  907  of  the  FREEDOM  Support  Act  has  thus  restricted  U.S.  assist- 
ance efforts  to  Azerbaijan.  Private  voluntary  and  international  organizations  operat- 
ing in  Azerbaijan  must  and  do  provide  aid  directly  to  the  needy. 

Section  498B(j)  of  the  FREEDOM  Support  Act  provides  notwithstanding  authority 
which  could  be  used  to  waive  Section  907  thus  permitting  the  use  of  FREEDOM 
Support  Act  funds  to  assist  the  Government  of  Azerbaijan.  We  have  not  exercised 
that  authority  to  date.  Concerned  members  of  Congress  have  expressed  their  opposi- 
tion to  the  use  of  this  waiver  for  the  provision  of  aid  to  the  Government  of  Azer- 
baijan, including  humanitarian  assistance.  We  remain  opposed  to  any  restrictions 
on  aid  to  Azerbaijan.  We  will  continue  to  do  what  we  can  to  help  meet  the  needs 
of  Azerbaijan's  approximately  one  million  refugees  and  internally  displaced  persons. 

Housing  Guaranty  Program 

Mr.  Porter.  Please  detail  for  the  Committee  the  positive  aspects  of  the  Housing 
Guaranty  Program  and  what  USAID  is  doing  to  reinforce  the  program's  accomplish- 
ments. How  many  families  have  been  served  with  affordable  homes  and  better  sani- 
tation and  in  how  many  countries  does  this  program  operate? 

Answer.  Created  in  1961,  the  Housing  Guaranty  Program  is  one  of  USAID's  pri- 
mary tools  for  addressing  shelter  and  urban  development  issues  worldwide,  includ- 
ing the  financing  and  management  of  low-income  shelter  and  environmental  serv- 
ices, like  potable  water,  sewerage,  water  treatment,  and  solid  waste  management. 
The  program  extends  loan  guaranties  to  U.S.  private  investors  who  make  loans  to 
public  and  private  institutions  in  developing  countries  assisted  by  USAID. 
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This  program  has  benefitted  over  28  million  people  in  48  countries.  These  are  pre- 
dominantly poor  families,  often  living  in  squatter  settlements  and  other  lower-in- 
come urban  areas.  These  people,  especially  the  children,  are  the  most  in  need  of 
basic  urban  infrastructure  to  insure  their  survival  and  to  improve  their  economic 
well-being.  The  program  is  a  catalyst  for  job  creation  and  increased  gross  national 

Eroduct.  It  provides  the  USG  with  a  seasoned  and  experienced  quick-response  capa- 
ility  in  situations  in  which  shelter  and  urban  development  are  key  to  strong  USG 
strategic  and  security  interest,  including  Eastern  Europe,  Zimbabwe,  South  Africa, 
and  Israel. 

It  helps  facilitate  private  sector  and  community  group  solutions  for  producing 
housing  and  environmental  services,  shifting  the  public  sector's  role  in  most  devel- 
oping countries  from  direct  financing  and  building  to  facilitating  the  private  sectors' 
role. 

It  benefits  American  business,  trade,  and  investment — in  both  the  short  range 
and  for  a  long-term  sustainable  market.  The  program  will  generate  more  than  $3.4 
billion  in  interest  earnings  for  U.S.  lenders,  and  has  taken  in  more  money  than  it 
has  given  out,  generating  a  net  profit  for  the  United  States. 

It  strengthens  local  governments,  local  private  sector,  and  community  groups,  key 
to  the  democratic  process  as  well  as  to  achieving  economic  development. 

All  in  all,  I  believe  the  Housing  Guaranty  program  provides  an  efficient,  relatively 
low-risk  way  to  use  scarce  foreign  assistance  dollars  to  meet  U.S.  government  over- 
seas development  objectives.  Each  doUar  of  budget  authority  produces  about  seven 
dollars  of  development  assistance,  and  goes  a  long  way  to  stretch  scarce  foreign  as- 
sistance dollars. 

Mr.  Porter.  Aspects  of  the  Housing  Guaranty  (HG)  Program  have  come  in  for 
some  criticism,  which  may  have  contributed  to  the  decision  to  cut  the  program  loan 
funding  by  50%  in  the  current  fiscal  year.  Please  detail  what  USAID  has  done  to 
correct  the  problems  as  necessary. 

Answer.  Actually,  our  loan  fiinding  for  the  Housing  Guaranty  Program  was  cut 
from  $19.3  million  in  FY  1995  (counting  $7.2  million  allocated  for  South  Africa)  to 
just  $4  million  for  this  year — close  to  an  80%  reduction.  We  don't  agree  with  the 
major  findings  in  last  year's  GAO  Report,  which  allege  that  the  Program  (1)  costs 
million  of  dollars  more  each  yesir  than  anticipated,  and  (2)  does  not  generate  local 
private  sources  of  long-term  financing  benefiting  low-income  populations  (and  does 
not  utilize  effective  performance  indicators  to  measure  progress  in  these  areas).  But 
there  certainly  are  some  areas  where  we  can  iinprove  the  program. 

Our  fundamental  disagreement  with  the  GAO  report  is  that  it  failed  to  point  out 
to  the  Congress  that  problems  inherent  in  the  nature  of  the  program  (for  which  no 
funds  were  appropriated)  were  addressed  by  the  enactment  of  the  Budget  Enforce- 
ment Act  of  1990  (the  Credit  Reform  Act.)  Since  fiscal  year  1992,  (the  date  Credit 
Reform  became  effective)  all  new  HG  commitments  have  fully  funded  credit  re- 
serves, pursuant  to  the  strict  disciplines  of  Credit  Reform. 

For  purposes  of  considering  the  future  of  the  HG  program,  it  is  important  to  un- 
derstand that  there  are  two  distinct  programs:  the  former  program,  for  which  no 
funds  were  targetted  to  cover  the  potential  risk  for  any  individual  borrowing,  and 
the  newer  post-Credit  Reform  program,  for  which  funds  are  set  aside  to  cover  the 

E)otential  risk  of  each  borrowing.  We  disagree  with  the  GAO's  estimates  of  eventual 
osses  under  the  pre-credit  reform  portfolio.  But  again,  the  important  point  to  re- 
member is  that  for  the  future,  the  problem  has  been  fixed. 

As  a  result  of  the  GAO  Report,  USAID  committed  itself  to  develop  a  plan  to  mini- 
mize further  pre-Credit  Reform  borrowings  before  authorizing  any  new  post-Credit 
Reform  authorizations.  USAID  is  currently  vetting  a  policy  to  deauthorize  the  re- 
maining pre-credit  reform  obligations,  except  in  a  few  cases  where,  under  legally 
binding  agreements  with  USAID,  borrowers  have  already  expended  money  in  antici- 
pation of  being  reimbursed,  and  there  are  important  U.S.  foreign  policy  reasons  to 
proceed  with  our  commitments.  Final  decision  on  this  policy  is  expected  shortly.  Two 
pre-Credit  Reform  HG  programs,  with  a  value  of  $22.5  million  have  already  been 
deauthorized. 

As  to  HGs  generating  local  private  investment,  USAID  has  a  very  good  record. 
In  Indonesia,  the  program  has  supported  private  sector  investment  in  urban  envi- 
ronmental infrastructure  and  services  totalling  $590  million.  In  India,  $1.4  billion 
available  for  loans  through  housing  finance  companies  supported  by  the  program, 
comes  from  private  sources:  owners'  eqviity,  banks,  depositors,  and  capital  markets. 
In  Tunisia,  $75  million  in  construction  financing — far  in  excess  of  the  $15  million 
HG  guaranty — was  provided  to  the  private  developers  at  prevailing  market  interest 
rates  from  resources  mobilized  by  the  Housing  Bank  from  deposits,  and  equity 
raised  in  the  stock  market.  There  are  comparable  private  sector  financing  successes 
in  Ecuador,  Chile,  and  Morocco.  Additionally,  a  considerable  amount  of  HG-related 
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private  investment  comes  from  individual  households,  which  contribute 
downpajrments,  as  well  as  labor  and  materials  for  home  upgrading. 

Mr.  Porter.  Why  do  developing  countries  need  external  funds  to  finance  housing 
and  urban  infrastructure?  What  is  your  response  to  the  concern  that  U.S.  funds 
should  be  used  to  support  shelter  development  in  the  U.S.  and  not  overseas. 

Answer.  Our  guaranties  and  the  loans  they  generate  are  key  to  urban  sustain- 
able development;  are  in  ovu*  foreign  policy  interest;  strengthen  local  governments 
and  community  groups;  are  in  keeping  with  our  continuing  humanitarian  interest 
in  helping  to  meet  basic  human  needs  in  poor  countries;  decrease  the  rate  of  envi- 
ronmental degradation  in  vu-ban  areas;  and,  very  importantly,  contribute  to  the 
United  States  long-term  economic  well-being  and  trade  interest  by  strengthening 
economies  that  will  eventually  prove  to  be  increasing  buyers  of  American  goods  and 
services.  Developing  countries  sometimes  need  external  funds  for  urban  infrastruc- 
ture because  their  own  local  capital  markets  do  not  yet  have  the  capacity  to  support 
such  financing.  We're  working  with  countries  overseas  to  try  to  improve  that  situa- 
tion. As  for  shelter  construction,  our  loan  guaranties  today  rarely  finance  directly 
the  building  of  houses.  We  advise  developing  country  governments,  instead,  to  stop 
building  houses.  Shelter  construction  is  better  left  to  the  initiative  of  families  and 
private  sector  entities.  We  urge  these  countries  instead  to  use  their  limited  construc- 
tion budgets  to  make  available  to  low-income  families  the  most  basic  urban  environ- 
mental services  we  usually  take  for  granted  in  the  U.S. — like  clean  water,  sewer, 
solid  waste  removal,  roadways,  and  slum  upgrading.  These  services  are  essential  for 
healthy  populations  and  their  ability  to  actively  participate  in  the  world's  growing 
economy.  Improved  housing  helps  develop  market  economies  with  strong  private 
sectors  that  generate  new  jobs.  Increased  access  to  clean  water  and  sanitation  pro- 
motes economic  growth  because  a  healthy  work  force  significantly  increases  produc- 
tivity. 

Mr.  Porter.  As  Congress  cuts  back  funds  for  Foreign  Assistance,  do  you  see  the 
"guaranty"  approach  to  foreign  aid  being  a  tool  to  stretch  the  remaining  Foreign  As- 
sistance dollars? 

Answer.  USAID  uses  a  number  of  tools  to  address  development  problems.  These 
include  grants  and,  where  appropriate,  credits.  The  use  of  credit  for  capital  assist- 
ance, combined  with  grant-funded  technical  assistance,  has  proven  to  be  an  efficient 
and  effective  approach  for  improving  a  developing  country's  housing  stock,  and  its 
capacity  to  provide  clean  water,  sanitation  services,  and  solid  waste  management. 
Housing  Guaranty  credits  have  been  a  very  successful  tool  in  these  types  of  cases 
in  meeting  our  foreign  aid  development  objectives,  and  where,  under  credit  reform, 
the  transactions  are  expected  to  be  financially  sound. 

Each  dollar  of  budget  authority  for  the  Housing  Guaranty  credit  program  has 
been  able  to  leverage  about  seven  dollars  of  investment.  Since  its  inception,  this  pro- 
gram has  created  $2.8  billion  worth  of  programmatic  investment  in  shelter  and  en- 
vironmental infrastructure  in  40  countries,  using  $400  million  appropriated  by  Con- 
gress. 

Child  Survival  Project 

Mr.  Porter.  { 1)  Does  USAID  include,  in  this  preparation  of  each  child  survival 
project,  the  projected  impact  on  rates  of  child  morbidity  and  mortality?  Does  USAID 
report  on  the  measured  or  estimated  impact  on  rates  of  child  morbidity  and  mortal- 
ity for  each  child  survival  project,  at  project  midpoint  or  completion? 

Answer.  In  the  design  of  national  programs,  both  the  severity  (mortality  rates) 
and  the  magnitude  (the  number  of  children  dying)  are  considered  and,  in  most 
cases,  targets  set  regarding  the  anticipated  changes  in  mortality.  Virtually  all 
USAID  missions  with  Strategic  Objectives  in  Child  Survival  measure  mortality 
rates.  However,  due  to  the  inherent  difficvilties  and  expense  in  measuring  mortality 
change  in  small  populations,  smaller  projects  genersdly  monitor  intermediate  re- 
sults, such  as  changes  in  the  availability,  quaUty,  and  use  of  child  survival  services. 
Through  the  USAID-supported  Demographic  and  Health  Surveys,  the  Agency  will 
continue  to  monitor  infant  and  child  mortality  at  the  national  level. 

(2)  Does  USAID  intend  to  significantly  increase  the  proportion  of  its  child  survival 
funds  channeled  through  U.S.  private  voluntary  organizations  and  indigenous  non- 
governmental organizations? 

Answer.  We  expect  the  amount  of  funding  channeled  through  U.S.  private  vol- 
untary organizations  and  indigenous  nongovernmental  organizations  to  remain 
more  or  less  stable  at  the  FY  1994  level.  In  that  year  50%  of  oiu-  program  was  fund- 
ed through  non-governmental  organizations:  34%  through  U.S. -based  PVOs;  3% 
through  local  PVOs;  11%  through  U.S. -based  Non-governmental  Organizations;  and 
2%  through  local  Non-governmental  Organizations.  A  total  of  50%  of  our  program 
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goes  to  these  organizations,  a  substantial  increase  over  levels  of  25  to  30  percent 
in  the  late  80's  and  early  90's.  About  13%  of  resources  are  channelled  through  local 
public  sector  organizations.  These  figures  refer  to  the  primary  implementing  agency 
receiving  the  funding.  Many  of  our  U.S.  based  contractors  subcontract  with  local 
groups  for  specific  activities,  funding  for  which  is  not  captiu-ed  in  these  figures. 

Basic  Education 

Mr.  Porter.  Does  AID  include,  in  the  preparation  of  each  basic  education  pro- 
gram, the  projected  impact  on  rates  of  primary  school  enrollment,  literacy,  and/or 
educational  attainment?  Does  AID  report  on  the  measured  or  estimated  impact  on 
rates  of  primary  school  enrollment,  literacy,  and/or  educational  attainment  for  each 
basic  education  program  at  midpoint  or  completion? 

Answer.  Each  USAID  basic  education  activity  includes  measures  of  expected  im- 
pact. These  are  used  in  initial  analysis  and  design  leading  up  to  the  approval  of  the 
activity,  in  monitoring  of  progress  during  implementation  and  in  assessment  follow- 
ing completion. 

The  specific  measures  depend  on  the  specific  focus  of  the  basic  education  activi- 
ties, which  may  be  on  early  childhood  development,  adult  literacy  or  schooling  objec- 
tives. In  most  instances  the  measures  are  for  the  intended  set  of  objectives  only. 

In  a  few  instances,  such  as  the  sector  reform  programs  in  Afiica,  the  objectives 
are  set  in  terms  of  changes  in  overall  system  capacity  and  performance.  Increas- 
ingly, USAID  activities  are  targeted  to  specific  populations  and  geographic  areas 
and  the  indicators  are  similarly  focused.  Both  for  the  sector  reform  strategies  and 
for  the  targeted  activities,  USAID  works  closely  with  local  education  authorities  to 
develop  capacities  for  setting  objectives,  monitoring  results  and  using  such  informa- 
tion to  guide  ongoing  improvement  of  policies,  technical  approaches  and  manage- 
ment systems. 

In  addition  to  the  indicators  and  measures  used  in  the  design  and  monitoring  of 
specific  activities,  USAID  requires  strategic  planning  for  the  overall  program  to  be 
expressed  in  terms  of  specific  outcomes  and  results,  with  performance  indicators  for 
each.  For  each  mission  with  strategic  objectives  for  basic  education,  progress  is  mon- 
itored and  reported  annually. 

MiCROENTERPRISE  LOANS 

Mr.  Porter.  I  believe  that  microenterprise  loans  are  one  of  the  best  ways  to  em- 
power very  poor  women.  What  portion  of  your  total  resources  for  microenterprise 
are  devoted  to  loans  to  women,  especially  very  poor  women?  What  are  the  most  cost- 
effective  ways  to  reach  women  witii  credit? 

Answer.  Women  figure  prominently  in  USAJD's  microenterprise  programs.  At 
last  count  (made  in  July,  1995),  61  percent  of  the  loans  made  with  USAID  support 
went  to  women.  Over  half  of  those  loans  are  classified  as  poverty  lending  loans, 
meaning  that  they  are  aimed  at  the  very  poor.  With  few  exceptions,  women  are 
reached  whenever  microcredit  is  delivered  in  small  amounts  to  informal  enterprises, 
without  formal  collateral  requirements,  by  competent  lenders.  Cost  effectiveness  is 
determined  by:  (a)  using  a  client-appropriate  methodolo©r;  (b)  streamlining  delivery 
systems;  and  (c)  managing  lender  staff  for  high  productivity.  Group  methods,  such 
as  solidarity  group  and  village  banking,  are  particularly  good  at  attracting  women 
clients.  In  countries  where  cultural  restrictions  make  it  difficult  for  women  to  inter- 
act with  men  in  the  public  arena,  it  may  be  necessary  to  establish  programs  that 
specifically  target  women. 

USAID  Staff  Restructuring 

Mr.  Porter.  In  addition,  I  noticed  that  while  USAID  is  downsizing  its  direct-hire 
staff  and  number  of  missions,  the  budget  request  for  operating  expenses  is  increas- 
ing. Why  is  there  this  increase? 

Answer.  Total  funding  available  to  USAID  in  FY  1997  at  the  requested  appro- 
priation level  of  $495  million  would  be  $547.1  million.  This  is  $31.5  million  less  than 
the  total  availabiUty  for  operating  expenses  in  FY  1996.  The  total  availability  is  re- 
duced because  local  currency  trust  funds  provided  by  host  country  governments  are 
declining — dropping  by  $7.5  million  if  you  exclude  funds  for  capital  improvements 
in  Egypt,  and  by  $14.2  million  if  you  include  these  fiinds.  In  addition,  we  carried 
$27  million  into  FY  1996  fi-om  FY  1995  availabilities  whereas  the  canyforward  from 
FY  1996  to  FY  1997  will  be,  at  best,  $9  million.  This  $9  million,  however,  may  have 
to  be  used  to  offset  a  portion  of  the  costs  associated  with  the  reduction-in-force  the 
Agency  will  be  undertaking  this  summer. 
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Human  Rights 

Mr.  Porter.  There  seems  to  be  general  agreement  that,  apart  from  humanitarian 
assistance,  we  should  be  providing  foreign  assistance  only  when  it  is  in  our  national 
interest,  a  position  to  which  I  strongly  ascribe.  The  question,  of  course,  is  defining 
our  national  interest. 

As  you  know,  very  little  funding  in  the  foreign  assistance  budget  is  targeted  di- 
rectly to  the  promotion  of  human  rights,  but,  occasionally,  we  do  withhold  funds  to 
nations  like  Indonesia  or  Turkey  that  violate  the  human  rights  of  their  own  people. 

Can  you  elaborate  on  how  you  believe  the  foreign  assistance  budget  can  best  be 
used  to  promote  global  human  rights? 

Answer.  The  U.S.  Agency  for  International  Development  (USAID)  considers 
human  rights  performance  a  critical  factor  in  identifying  development  partners  and 
in  making  budget  allocation  decisions.  USAID  has  found  that  where  human  rights 
performance  is  poor,  development  that  is  truly  sustainable  is  less  likely  to  occur.  In 
such  circumstances,  USAID's  options  include:  reducing  assistance  levels;  providing 
assistance  primarily  or  exclusively  through  NGOs,  often  to  enhance  their  capacity 
to  advocate  reform  to  improve  both  political  and  human  rights;  or,  in  the  most  egre- 
gious circumstances,  to  terminate  all  but  humanitarian  assistance  programs  and 
eliminate  in-country  USAID  presence. 

USAID  implements  many  activities  which  directly  supports  human  rights.  It  is 
our  belief  that  human  rights  promotion  and  monitoring  are  integral  components  of 
the  growing  field  of  preventive  diplomacy.  Deterring  further  abuse  and  providing  a 
modicum  of  security  is  the  first  step  to  addressing  human  rights  abuses.  USAID 
provides  support  for  the  activities  of  international  human  rights  organizations,  par- 
ticularly in  countries  where  abuses  are  most  problematic.  In  addition,  USAID  is  pro- 
viding support  both  for  the  development  of  indigenous  human  rights  monitoring 
groups  in  countries  such  as  Cambodia,  Haiti,  Guatemala  and  Indonesia  (particularly 
in  East  Timor).  Moreover,  USAID's  activities  in  the  rule  of  law  area  focus  on  im- 
proving the  efficiency  and  effectiveness  of  justice  sector  institutions,  strengthening 
judicial  independence  and  increasing  access  to  fair  and  equitable  justice  for  all  peo- 
ple through  the  expansion  of  public  defender  programs,  legal  aid  and  alternative 
dispute  mechanisms.  In  1995,  USAID  spent  nearly  $13  million  (thirteen  million  dol- 
lars) in  DA  and  DFA  funds  alone  on  human  rights  activities  in  Africa,  Asia  and 
Latin  America. 

In  conjunction  Avith  the  Department  of  State,  USAID  closely  monitors  human 
rights  conditions  in  all  countries  receiving  our  assistance.  Each  year  USAID  con- 
ducts a  thorough  global  review  of  USAID  programs  as  well  as  of  Congressional  and 
Administration  human  rights  concerns  to  identify  specific  actions  which  have  been 
taken  to  modify  USAID  programming  based  on  human  rights  concerns. 

Section  116(d)(3)  of  the  Foreign  Assistance  Act  of  1961  (FAA)  requires  the  submis- 
sion of  a  report  on  "steps  the  USAID  Administrator  has  taken  to  alter  United  States 
programs  under  [Part  I  of  the  FAA]  in  any  country  because  of  human  rights  consid- 
erations." Information  collected  by  our  field  missions  on  human  rights  abuses  or  im- 
provements is  assembled  into  the  Section  116(d)  report  and  submitted  annually  to 
the  House  Committee  on  International  Affairs  and  the  Senate  Committee  on  For- 
eign Relations. 

The  following  cases  of  Nigeria  and  Peru  are  illustrative  of  how  human  rights  con- 
cerns influenced  USAID  programming  in  1995: 

Nigeria. — In  the  wake  of  the  Nigerian  military's  nullification  of  the  results  of  the 
1993  presidential  election  (which  many  consider  the  most  free  and  fair  in  its  his- 
tory), the  human  rights  situation  progressively  deteriorated.  In  response  to  the  in- 
creased level  of  state  violence  and  repression  as  well  as  expanding  corruption,  busi- 
ness fraud  and  narcotics  trafficking,  the  USAID  systematically  reduced  its  assist- 
ance program.  Overall  USAID  assistance  to  Nigeria  dropped  from  about  $23  million 
in  1993  to  a  level  which  we  project  will  be  less  than  $8  million  in  1996.  Moreover, 
all  assistance  to  and  through  the  government  has  been  eliminated;  our  remaining 
assistance  in  Nigeria  is  being  allocated  to  and  through  civil  society  groups  address- 
ing urgent  problems  of  child  survival,  AIDS,  human  rights  and  democratization.  Fol- 
lowing the  execution  of  eight  human  rights  activists  in  November  last  year,  USAID 
engaged  in  a  further  program  review,  which  resulted  in  further  cutbacks  in  the  Ni- 
geria program  (except  in  the  area  of  democracy  and  governance)  and  a  reduction  in 
USAID  staffing  in  Nigeria. 

Peru. — Human  rights  considerations  continued  to  mold  the  USAID/Peru  democ- 
racy program  in  FY  1995,  much  as  they  did  in  FY  1994.  The  human  rights  situation 
in  Peru  has  improved  incrementally,  with  significant  decreases  in  disappearances 
and  extrajudicial  killings,  although  torture  and  lack  of  access  to  defense  lawyers 
continue.  But  serious  problems  continue,  such  as  the  need  for  an  amnesty  law,  lack 
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of  a  court  for  constitutional  guarantees,  and  the  imprisonment  of  those  accused  of 
terrorism  through  the  use  of  faceless  judges  in  military  courts  for  treason  and  ter- 
rorism cases. 

Some  progress  has  been  achieved  in  the  administration  of  justice  (AOJ)  in  Peru, 
such  as  the  establishment  of  a  Judiciary  Council  which  now  selects  judges  and  pros- 
ecutors based  on  merit  and  the  creation  of  a  Judicial  Academy.  But  further  improve- 
ments are  still  required.  Key  among  these  are  the  adoption  of  a  new  code  of  criminal 
procedures  and  the  naming  of  an  independent  Ombudsman.  In  response  to  the  con- 
tinuing human  rights  issues  for  Peru's  poor  citizens,  USAID  is  working  to  strength- 
en the  Lima  Bar  Association's  legal  clinics  for  the  poor.  This  coincides  with  USAID's 
focus  on  basic  rights  and  working  with  the  NGO  community. 

For  your  reference,  we  are  attaching  the  Section  116(dK3)  Report  submitted  to  the 
House  Committee  on  International  Relations  in  March. 

Section  116(dX3)  Report 

Section  116(d)(3)  of  the  Foreign  Assistance  Act  of  1961  (FAA)  requires  the  submis- 
sion of  a  report  on  "steps  the  AID  Administrator  has  taken  to  alter  United  States 
programs  under  [Part  I  of  the  FAA]  in  any  country  because  of  human  rights  consid- 
erations." This  report  responds  to  this  legislative  requirement  by  explaining  how 
USAID  programs  have  been  modified  in  light  of  human  rights  considerations  dvuing 
1995. 

THE  LINK  BETWEEN  HUMAN  RIGHTS  PERFORMANCE  AND  ASSISTANCE  LEVELS 

Section  116(a)  of  the  FAA  proscribes  assistance  "to  the  government  of  any  country 
which  engages  in  a  consistent  pattern  of  gross  violations  of  internationally  recog- 
nized human  rights,  including  torture  or  cruel,  inhuman  or  degrading  treatment  or 
punishment,  prolonged  detention  without  charges,  causing  the  disappearance  or  per- 
sons by  the  abduction  and  clandestine  detention  of  those  persons,  or  other  flagrant 
denial  of  the  right  to  life,  liberty,  and  the  security  of  the  person,  unless  such  assist- 
ance will  directly  benefit  the  needy  people  in  such  country."  In  1984,  USAID  issued 
"A  Policy  Determination  on  Human  Rights"  to  provide  guidance  for  the  implementa- 
tion of  Section  116(a). 

The  Department  of  State  (DOS)  and  USAID  closely  monitor  human  rights  condi- 
tions in  all  countries  receiving  foreign  assistance.  Where  serious  human  rights 
abuses  occur,  but  the  Section  116(a)  standard  is  not  met,  the  US  Government  seeks 
to  improve  conditions  through  various  mechanisms,  including  diplomatic  initiatives 
and  targeted  assistance  programs. 

In  addition,  USAID  considers  human  rights  performance  as  a  critical  factor  in 
identifying  development  partners  and  in  making  budget  allocations  decisions. 
USAID  has  found  that  where  hiiman  rights  performance  is  poor,  development  that 
is  truly  sustainable  is  less  likely  to  occvu*.  In  such  circumstances,  USAID's  options 
include:  reducing  assistance  levels;  providing  assistance  primarily  or  exclusively 
through  NGOs,  often  to  enhance  their  capacity  to  advocate  for  reform  to  improve 
both  political  and  human  rights;  or,  in  the  most  egregious  circumstances,  to  termi- 
nate all  but  humanitarian  assistance  programs  and  close  the  USAID  mission. 

The  following  summaries  are  illustrative  of  how  the  USAID  Administrator  ful- 
filled his  responsibilities  under  Section  116  during  1995.  More  comprehensive  infor- 
mation regarding  the  human  rights  situation  in  the  countries  listed  below,  as  well 
as  information  concerning  the  human  rights  situation  in  other  countries  where 
USAID  provides  foreign  assistance,  can  be  found  in  the  Department  of  State's  Coun- 
try Reports  on  Human  Rights  Practices  for  1995. 

REGIONAL  AND  COUNTRY  DISCUSSIONS 

Africa 

USAID's  Africa  Bureau  implements  a  Performance  Based  Budgeting  system  as  a 
tool  for  allocating  scarce  development  resources  to  those  best-performing  "sustain- 
able development"  (SD)  countries.  The  Bureau  has  established  democracy/govern- 
ance (DG)  criteria  (as  well  as  socio-economic  criteria)  for  comparing  a  country's  de- 
mocratization performance  over  time  as  well  as  across  countries.  Four  basic  criteria 
are  employed  in  judging  DG  performance:  respect  for  human  rights;  ft-eedom  of  the 
press;  freedom  of  association;  and  pohtical  accountabihty  and  corruption.  Key  SD 
countries'  performance  are  annually  ranked  against  each  of  these  criteria  under  a 
two-step  process,  resulting  in  "focus"  countries  (or  high  performers)  and  "watch" 
countries  (which  meet  minimum  criteria). 
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Earmarks  permitting,  Bureau  policy  calls  for  roughly  80  percent  of  our  bilateral 
Africa  development  assistance  budget  to  be  allocated  to  "focus"  countries,  with  the 
remaining  20  percent  allocated  to  the  "watch"  countries.  The  80  percent  of  bilateral 
development  assistance  funds  are  allocated  among  the  focus  countries  using  DG  per- 
formance criteria,  along  v^dth  and  a  broad  array  of  socio-economic  performance  cri- 
teria. 

Gambia. — In  FY  1994,  the  Gambia's  budget  allocation  was  nearly  $7  million.  The 
program  was  focused  on  private  sector  development  and  limited  food  aid.  In  FY  95, 
following  a  coup  that  ousted  a  democratically  elected  government,  the  Gambia's  as- 
sistance budget  was  cut  to  $1,556  million,  the  great  majority  ($1,481  million)  of 
which  was  allocated  to  programs  aimed  at  civil  society  groups  facilitating  a  return 
to  democratic  governance. 

Kenya. — ^The  Kenya  program  is  projected  to  receive  deep  program  cuts  in  1996, 
based  in  large  measure  on  its  continued  poor  performance  in  human  rights  and  de- 
mocracy. The  himian  rights  abuses  include  physically  assaulting,  illegally  detaining 
and  systematically  harassing  human  rights  leaders,  political  opponents,  media  crit- 
ics and  refugees.  As  a  result  of  Kenya's  continued  poor  performance,  USAID  has  in- 
creasingly shifted  development  assistance  to  civil  society  groups,  including  human 
rights  NGOs. 

Nigeria:  — In  the  wake  of  the  Nigerian  military's  nullification  of  the  results  of  the 
1993  presidential  election  (which  many  consider  the  most  free  and  fair  in  its  his- 
tory), the  human  rights  situation  has  progressively  deteriorated.  In  response  to  the 
increased  level  of  state  violence  and  repression  as  well  as  the  expanding  corruption, 
business  fraud  and  narcotics  trafficking,  the  USG  has  systematically  reduced  its  as- 
sistance program  from  about  $23  million  in  1993  to  less  than  $8  million  projected 
for  1996.  Moreover,  assistance  to  and  through  the  government  has  been  eliminated, 
with  the  remaining  assistance  being  allocated  to  and  through  civil  society  groups 
addressing  urgent  problems  of  child  survival,  AIDS,  hxunan  rights  and  democratiza- 
tion. Following  the  execution  of  eight  human  rights  activists  in  November,  USAID 
engaged  in  a  further  program  review,  which  is  resulting  in  further  cutbacks  in  the 
Nigeria  program  (except  in  the  area  of  democracy  and  governance)  and  a  reduction 
in  USAID  mission  staff  in  Nigeria. 

Asia  and  the  Near  East 

The  human  rights  performance  of  Asian  and  Near  Eastern  governments  is  mon- 
itored by  the  Agency  both  in  the  field  and  in  Washington.  In  the  field,  human  rights 
are  monitored  by  the  country  team.  In  Washington,  they  are  monitored  through  the 
inter-agency  working  group  process.  In  monitoring  human  rights,  the  Agency  uses 
reporting  fi-om  the  state  Department  and  NGOs  such  as  Amnesty  International  and 
Freedom  House. 

USAID  monitors  human  rights  in  all  the  countries  of  the  ANE  region  (including 
non-presence  countries  such  as  Vietnam  and  Laos).  Where  USAID  has  a  field  pres- 
ence, it  pays  special  attention  to  continuing  human  rights  problems  (e.g.,  countries 
such  as  Cambodia,  Indonesia,  and  Morocco). 

Cambodia. — In  Cambodia  the  human  rights  situation  worsened  during  the  past 
year,  although  it  continued  to  be  better  than  under  previous  governments.  USAID 
is  addressing  human  rights  problems  and  promoting  democracy  in  Cambodia,  in- 
cluding support  for  human  rights  NGOs  and  providing  assistance  to  strengthen  the 
rule  of  law. 

In  the  category  of  human  rights,  USAID  is  strengthening  the  training  and  mon- 
itoring capacities  of  six  Cambodian  NGOs  that  are  dedicated  to  protecting  human 
rights  throughout  the  country.  In  addition,  USAID  is  supporting  the  Cambodian 
Human  Rights  Coordination  Committee,  whose  purpose  is  to  increase  cooperation 
among  Cambodia's  indigenous  NGOs  working  in  the  field  of  human  rights. 

In  the  broader  rule  of  law  category,  USAID  supports  basic  training  programs  for 
judges,  prosecutors,  public  defenders,  and  court  reporters.  The  training  curriculum 
includes  the  substance  of  Cambodian  law  as  well  as  the  methods  of  applying  the 
law.  USAID  also  has  supported  the  establishment  of  the  Cambodian  Bar  Association 
and  a  legal  education  program  at  Phnom  Penh's  Faculty  of  Business.  In  addition, 
USAID  is  strengthening  the  law-making  capacity  of  the  national  legislature.  Finally, 
USAID  supports  a  free  and  responsible  media  by  assisting  journalism  training,  two 
journaUsm  associations,  and  a  center  for  women  in  the  media. 

Indonesia. — Although  there  exists  ever-increasing  domestic  and  international 
pressure  for  significant  political  reform,  including  more  decentralization,  participa- 
tion, and  transparency,  Indonesia's  pace  of  democratization  continues  to  lag  behind 
its  impressive  progress  in  raising  economic  welfare.  Indonesia's  civil  society  has  re- 
sponded by  becoming  more  politically  active  in  expressing  its  diverse  aspirations. 
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And  certain  elements  of  the  national  government  have  demonstrated  interest  in  ac- 
celerating the  process  of  democratization. 

Accordingly,  the  major  goal  of  USAID's  democracy  assistance  in  Indonesia  is  to 
strengthen  the  country's  nascent  civil  society.  Specifically,  USAID  supports  the  ef- 
forts of  indigenous  NGOs  in  increasing  their  influence  on  the  government's  policies 
by  heightening  public  awareness  of  their  activities,  and  by  monitoring  the  govern- 
ment's adherence  to  Indonesian  law  as  well  as  international  standards  of  human 
rights.  The  bulk  of  USAID's  assistance  goes  to  NGOs  in  the  fields  of  human  rights, 
law,  labor,  media,  environment,  and  consiimers  advocacy.  In  addition,  USAID  pro- 
vides limited  democracy  assistance  to  the  governemnt — specifically,  to  the  Nationail 
Human  Rights  Commission,  the  legislature's  research  unit,  and  the  Ministry  of  Jus- 
tice. Finally,  USAID  supports  niunerous  hiunan-rights  activities  in  the  geographic 
areas  where  there  exists  continued  repression  of  poUtical  dissidents:  East  Timor, 
Irian  Jaya,  and  Aceh. 

Morocco. — Human  rights  performance  of  the  Moroccan  government  progressed  on 
several  fronts  in  1995.  Perhaps  in  response  to  Algeria's  impasse,  the  King  has  called 
for  more  pluralism  and  participation — words  not  fully  translated  into  actions.  For 
example,  on  the  positive  side,  many  voluntary  exiles  took  advantage  of  a  govern- 
ment decree  permitting  them  to  return  home.  Yet  problems  persist. 

Abuses  by  security  forces  occur,  albeit  less  frequently  than  in  prior  years.  Tension 
continues  to  exist  between  the  government,  Islamists  and  other  opponents.  In  addi- 
tion, several  disappearances  were  reported.  However,  in  1995  the  Ministry  of 
Human  Rights  introduced  more  effective  methods  for  accounting  and  resolving 
cases.  While  laws  enacted  in  1958  restrict  the  abiUty  of  citizens  to  create  associa- 
tions, over  the  past  decade  the  GOM  has  relaxed  oversight  of  NGO  compliance  to 
these  regulations. 

USAID  programs  work  to  widen  this  opening  and  seek  changes  in  the  legal  and 
operating  environment  for  civil  society.  In  1995  USAID  carried  out  a  broad  survey 
of  NGOs  and  their  environment.  Based  on  the  results  of  this  survey,  USAID  is  now 
planning  to  extend  its  existing  support  for  NGOs  involved  in  community  develop- 
ment. Specifically,  USAID  is  designing  a  wider  initiative  with  liie  following  goals: 

(1)  to  improve  the  policy  and  regulatory  fi-amework  for  NGOs  and  private  groups; 

(2)  to  strengthen  these  organizations  in  order  to  address  community  needs  and  to 
interact  with  central  and  local  authorities;  and  (3)  to  strengthen  the  rights  and  voice 
of  citizens.  These  issues  will  be  taken  up  with  GOM  and  NGO  partners  in  a  planned 
forum  in  April  or  May  1996. 

Enhancing  the  role  of  women  continues  to  occupy  a  central  place  in  USAID's  ef- 
forts. The  Personal  Status  Code  enshrines  certain  inequities;  cultural  practices  also 
Umit  the  full  equality  of  women.  In  1995,  the  GOM  recognized  women's  rights  to 
a  passport  and  independent  travel  as  well  as  their  ability  to  start  a  business  (with- 
out needing  the  permission  of  their  husband  or  other  responsible  male),  building  on 
1993  reforms  to  the  Code  in  the  area  of  the  marriage  contract. 

USAID  has  supported  women's  NGOs  working  in  legal  and  economic  rights,  in- 
cluding support  in  1995  to  prepare  an  agenda  and  participate  in  the  UN  Women's 
Conference  in  Beijing.  But  inequahties  wUl  continue  where  sharp  gender  gaps  in  lit- 
eracy and  school  enrollments  persist.  In  1996,  USAID  launches  a  new,  6-year,  $12 
million  effort  to  increase  opportunities  for  girls'  educational  attainment  at  the  pri- 
mary school  level  in  Morocco's  poor,  under-served  rural  areas. 

Europe  and  the  Newly  Independent  States 

The  fundamental  principle  for  allocating  assistance  funds  in  East  and  Central  Eu- 
rope and  the  New  Independent  States  is  that  assistance  follows  reforms,  including 
reform  in  the  area  of  democracy  and  hvunan  rights.  Specific  country  allocations  in 
these  regions  are  finalized  by  DOS  coordinators  for  ENI  and  NIS,  who  make  human 
rights  issues  an  explicit  consideration. 

Efforts  to  promote  democracy  and  respect  for  human  rights  comprise  a  large  pro- 
portion of  the  US  assistance  programs  in  virtually  all  the  countries  in  the  region. 
The  democracy  promotion  programs  focus  on  increasing  political  participation  in  the 
government  process  at  the  national  and  local  levels,  supporting  legal  reforms  and 
encouraging  respect  for  the  rule  of  law  and  human  rights,  enhancing  the  role  of  civil 
society,  promoting  effective  governance,  and  ensuring  the  existence  of  an  independ- 
ent media. 

In  the  NIS,  USAID  continues  to  be  guided  by  the  Freedom  Support  Act  criteria 
that  a  republic  must  "respect  internationally  recognized  human  rights,  including  the 
rights  of  minorities  and  the  rights  to  freedom  of  religion"  to  be  eligible  for  USG  as- 
sistance. No  repubUc  of  the  former  Soviet  Union  has  either  fallen  under  the  sanc- 
jtions  of  this  provision  or  of  Section  116(a)  of  the  FAA.  The  principle  of  protection 
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of  human  rights  is  also  embodied  in  the  Support  for  East  European  Democracy 
(SEED)  Act. 

Russia. — During  FY  1995,  the  U.S.  government  continued  to  express  concern 
about  human  rights  abuses  related  to  the  conflict  in  Chechnya.  In  addition,  a  num- 
ber of  legal  reformers  have  lost  official  positions  of  influence  within  the  Russian  gov- 
ernment, including  the  Commissioner  for  Human  Rights.  USAID  supports  Russians 
who  are  forming  indigenous  non-governmental  human  rights  organizations.  Diuing 
the  last  year,  USAID  has  also  provided  funds  to  help  link  this  community  techno- 
logically, in  order  to  promote  the  free  flow  of  information  in  the  public  domain  and 
to  enable  organizations  and  activists  to  work  more  closely  together  on  issues  of  mu- 
tual concern. 

Uzbekistan  and  Turkmenistan. — The  relatively  low  levels  of  country  assistance  for 
Uzbekistan  and  Turkmenistan  reflect,  in  part,  the  mixed  record  of  these  countries 
in  the  democratic  arena. 

The  former  Yugoslavia. — During  FY  1995,  the  U.S.  government  began  to  assess 
methods  of  providing  appropriate  assistance  to  promote  the  development  of  demo- 
cratic institutions  in  the  former  Yugoslavia  as  a  means  of  addressing  human  rights 
issues.  USAID  currently  is  developing  a  program  to  re-establish  the  core  structures 
of  governance  necessary  to  address  the  basic  needs  of  the  Bosnian  population;  to  en- 
sure that  free  and  fair  elections  occur  within  the  Da3rton  Agreement  timeframe;  and 
to  ensure  the  svu-vival  of  independent  media  throughout  the  elections  and  beyond. 

Latin  America  and  the  Caribbean 

At  the  1994  Summit  of  the  Americas,  34  democratically-elected  heads  of  state  in 
the  Latin  American  and  the  Caribbean  (LAC)  region  pledged  to  strengthen  democ- 
racy and  protect  and  promote  human  rights  in  their  countries.  This  vision  is  fully 
incorporated  in  USAID's  LAC  Bureau  programming  and  budget  allocation  through 
the  process  of  strategic  objective  formulation  and  ranking.  Each  of  LAC's  sustain- 
able development  programs  emphasizes  democracy  and  human  rights  as  a  critical 
strategic  objective  and  the  Bureau  has  strived  to  protect  this  area  as  much  as  pos- 
sible from  the  severe  budget  cuts  it  has  faced  for  several  years.  Human  rights,  in 
particular,  is  addressed  both  through  bilateral  program  activities  and  through  a 
major  regional  program  support  to  the  Interamerican  Institute  for  Human  Rights. 

Haiti. — The  human  rights  situation  in  Haiti  has  improved  greatly  over  the  last 
year  as  a  result  of  the  election  of  new  national  and  local  officials,  the  demobilization 
and  reintegration  of  the  former  Haitian  military,  the  abolition  of  the  "attache"  and 
section  chief  system,  and  the  strengthening  of  the  Haitian  justice  system. 

In  January  1995,  President  Aristide  revoked  the  commissions  of  the  majority  of 
members  of  the  Haitian  Armed  Forces  (FAd'H).  USAID's  Office  of  Transition  Initia- 
tives (OTI)  contributed  to  the  delicate  process  of  dismantling  the  former  military 
through  its  demobilization  and  reintegration  program,  and  a  comprehensive  job 
skills  tredning  program.  As  of  March  15  1996,  approximately  5,482  former  soldiers 
had  registered  with  lOM.  Almost  2,894  have  graduated  from  the  six-month  training 
program  with  the  balance  either  in  training  or  waiting  for  classes  to  begin. 

The  former  Haitian  military  has  been  replaced  by  a  professional,  apolitical,  civil- 
ian-led police  force.  With  assistance  from  the  International  Criminal  Investigation 
and  Training  Program  (ICITAP)  of  the  Department  of  Justice,  Haiti  has  embarked 
on  a  vigorous  training  and  deployment  program  for  its  new  5,000-strong  Haitian 
National  Police  (HNP)  force. 

The  U.S.  justice  assistance  program,  funded  by  USAID,  and  managed  in  partner- 
ship with  elements  of  the  Department  of  Justice  and  the  United  States  Armed 
Forces,  focuses  on  four  critical  elements  in  establishing  the  rule  of  law:  the  judici- 
ary, the  police,  the  penal  system  and  private  sector  nongovernmental  organizations 
(NGOs).  Training  has  been  conducted  for  judicial  officials  at  every  level  using  a 
training  curriculum  developed  by  advisors  from  the  Department  of  Justice,  France 
and  Canada. 

In  December  1995,  USAID  complied  with  a  request  from  Haiti's  Truth  and  Justice 
Commission  for  access  to  information  compiled  in  USAID's  Human  Rights  Fund 
database  developed  by  America's  Development  Foundation.  The  Truth  Commission 
expressed  its  strong  appreciation  for  the  information  it  received  from  the  Human 
Rights  Fund  database. 

Peru. — Human  rights  considerations  continued  to  mold  the  USAID/Peru  democ- 
racy program  in  FY  1995,  much  as  they  did  in  FY  1994.  The  human  rights  situation 
in  Peru  has  improved  incrementally,  with  significant  decreases  in  disappearances 
and  extrajudicial  killings,  although  torture  and  lack  of  access  to  defense  lawyers 
continue.  Still  serious  problems  persist,  such  as  the  need  for  an  amnesty  law,  lack 
of  a  court  for  constitutional  guarantees,  and  the  imprisonment  of  those  accused  of 


121 

terrorism  through  the  use  of  faceless  judges  in  military  courts  for  treason  and  ter- 
rorism cases. 

Some  progress  has  been  achieved  in  the  administration  of  justice  (AOJ)  in  Peru — 
such  as  the  establishment  of  the  Judiciary  Council  to  select  judges  and  prosecutors 
based  on  merit  and  the  Judicial  Academy — but,  further  improvements  are  required. 
Key  among  these  are  the  adoption  of  a  new  code  of  criminal  procedures  and  the 
naming  of  an  independent  Ombudsman.  The  only  significant  expansion  of  AOJ  ac- 
tivities during  FY  1995  was  the  signing  of  an  agreement  late  in  the  year  to 
strengthen  the  Lima  Bar  Association's  legal  clinics  for  the  poor.  This  coincides  with 
USAID's  focus  on  basic  rights  and  working  with  the  NGO  community.  Any  signifi- 
cant assistance  to  the  GOP  in  the  justice  sector  is  dependent  on  fijrther  improve- 
ments in  the  respect  for  and  protection  of  human  rights,  independence  of  the  judici- 
ary and  restoration  of  due  process. 

As  a  result  of  the  hvunan  rights  situation,  the  democracy  portfolio  remained  fo- 
cused on  the  NGO  and  human  rights  community,  although  important  activities  with 
the  GOP  were  underway  in  the  electoral,  pubUc  accountability  and  local  government 
and  decentralization  areas  (as  well  as  witii  entities  implementing  the  National  Reg- 
istry of  Detainees).  There  have  been  some  significant  achievements  under  our  NGO 
portfolio,  most  notably  the  work  of  human  rights  organizations  through  which  al- 
most 200  persons  unjustly  accused  of  terrorism  have  been  released  from  prison.  Per- 
haps the  impact  of  human  rights  considerations  fell  greatest  on  the  AOJ  portfolio. 
New  activities  with  GOP  justice  sector  entities  were  limited  to  small  levels  of  tech- 
nical assistance  to  the  Judicial  Academy. 

El  Salvador. — USAID's  assistance  program  in  El  Salvador  supports  the  full  imple- 
mentation of  the  1992  Peach  Accords.  The  policy  of  linking  disbursement  of  assist- 
ance to  achievement  of  key  objectives  of  the  Peace  Accord,  including  reforms  that 
strengthen  respect  for  hmnan  rights  and  the  rule  of  law,  was  continued  in  1995. 
At  present,  $10  million  in  assistance  is  obUgated  but  remains  undisbursed,  pending 
sufficient  progress  in  the  area  of  electoral  reform. 

USAID  support  for  the  judicial  reform  in  El  Salvador  has  helped  to  ensure  greater 
respect  for  human  rights  through  a  number  of  activities,  such  as  supporting  the 
Public  Defenders  Office,  assisting  the  court  system  with  case  flow  management 
(which  resulted  in  purging  of  6000  cases),  supporting  passage  of  a  new  Family  Code 
and  Family  procedures  code  creating  a  complete  new  jurisdiction  and  expanding 
fundamental  rights  to  women,  children  and  senior  citizens  and  launching  a  "street 
law"  campaign  to  promote  the  implementation  of  the  new  laws.  USAID  has  also 
worked  with  NGOs  and  professional  organizations  to  promote  discussion  of  the 
Criminal  Procedures  Code,  the  Criminal  Code  and  the  Sentencing  Law,  which  are 
now  pending  before  the  Legislative  Assembly. 

Nicaragua. — Legislative  restrictions  on  providing  ESF  assistance  to  tlie  Govern- 
ment of  Nicaragua  continued  in  1995.  Section  557  of  P.L.  104-306  requires  a  deter- 
mination by  the  Secretary  of  State  that  significant  and  tangible  progress  has  been 
made  in  implementation  of  the  Tripartite  Commission  recommendations  and  the 
prosecution  of  high  profile  human  rights  cases.  Based  in  part  on  the  lack  of  progress 
in  these  areas,  the  Secretary  was  unable  to  make  such  a  determination  in  1995. 
However,  the  GON,  the  military  and  the  Supreme  Court  have  agreed  to  submit  19 
human  rights  cases  cited  by  the  Tripartite  Commission  to  the  Supreme  Court  for 
review  to  determine  whether  the  Military  Court  properly  reviewed  the  cases. 

USAID  continues  its  support  to  OAS-CIAV  for  its  human  rights  monitoring  mis- 
sion and  to  strengthen  local  human  rights  organizations  in  Nicaragua.  USAID  sup- 
ported these  organizations  in  their  efforts  to  work  closely  with  the  National  Assem- 
bly's Human  Rights  Commission  on  the  draft  law  to  create  an  Office  of  the  Human 
Rights  Ombudsman.  USAID's  support  to  OAS-CIAV  enabled  them  to  further  their 
work  in  creating  "peace  commissions"  at  the  community  level  to  fvulher  develop  its 
human  rights  monitoring  network.  These  commissions  are  expected  to  plan  an  im- 
portant role  in  the  future  as  CIAV  transfers  its  role  to  the  Office  of  Ombudsman. 
The  law  was  passed  in  December  1995  and  the  Ombudsman  is  expected  to  be 
named  in  March  1996. 

Housing  Development  in  the  Former  Soviet  Union 

Mr.  Porter.  With  the  demise  of  the  former  Soviet  Union,  there  was  finally  an 
opportunity  for  democracy  to  grow  and  flourish  and  replace  antiquated  communist 
ways.  Critical  to  the  success  of  establishing  stable,  health,  flourishing  democracies 
in  these  formerly  communist  states  is  the  development  of  growing  free  economies. 
As  you  know,  one  of  the  most  important  potential  generators  of  economic  activity, 
housing  development,  is  paralyzed  in  the  states  of  the  former  Soviet  Union.  Cur- 
rently, government  officials,  who  control  most  of  the  land,  have  no  motivation  to 
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make  land  available  for  private  ownership.  Except  for  a  few  economic  hot  spots,  like 
Moscow  or  St.  Petersburg,  it  is  the  planners  who  have  the  only  experience  with  the 
development  process.  The  existing  government  developers  are  not  likely  to  give  up 
their  ninctions  if  it  means  giving  up  a  job  in  a  world  where  good  jobs  are  scarce. 
I  believe  that  few  things  would  do  more  to  decentralize  wealth  and  power  through- 
out the  states  of  the  former  Soviet  Union  than  the  rapid  distribution  of  home  owner- 
ship and  residential  lots.  Thus,  I  would  like  to  know: 

1.  What  USAID  programs  are  currently  operating  regarding  the  creation  of  a  resi- 
dential real  estate  development  sector?  Specifically,  I  am  interested  in  learning 
about  what  t3T)e  of  pilot  demonstration  projects  have  been  funded  by  USAID — 
projects  that  educate  by  being  replicable.  Is  USAID  relying  too  heavily  on  programs 
of  technical  assistance  in  lieu  of  such  pilot  programs? 

Answer.  In  fact,  housing  and  land  reform  are  progressing  far  more  rapidly  in  the 
former  Soviet  Union  than  is  commonly  understood.  The  premise  of  USAID's  Housing 
Sector  Reform  Program  (HSRP)  in  the  former  Soviet  Union  is  that  while  critical 
legal  and  poUcy  changes  are  needed  for  sustainable  long-term  institutional  reform 
at  the  national  level,  the  real  test  of  reform  occurs  at  the  local  level.  Therefore, 
USAID's  assistance  in  this  sector  is  heavily  invested  in  pilot  demonstration  projects 
at  the  municipal  level.  From  the  outset,  pilot  projects  are  designed  to  be  replicable 
in  other  cities  and  countries.  Successful  pilot  projects  in  privatization  of  housing 
maintenance  and  management  services,  condominium  formation  and  mortgage  lend- 
ing have  led  to  at  least  38  national  laws  and  decrees  being  passed  in  Russia  alone 
to  establish  a  private  real  estate  market. 

Tangible  examples  of  the  benefits  and  the  change  in  people's  lives  that  US  assist- 
ance has  brought  to  average  citizens  include: 

About  425,000  Russian  families  or  1,275,000  individuals  are  now  living  in 
apartment  buildings  with  improved  maintenance  of  services  and  common  areas 
and  at  about  half  the  cost  thanks  to  the  technical  assistance  USAID  has  been 
providing  to  privatize  the  maintenance  of  these  services.  In  addition,  private 
maintenance  is  an  entirely  new  sector  of  business  activity.  With  our  assistance 
in  Russia,  125  new  enterprises  have  been  created  and  are  providing  about 
2,125,000  jobs  in  the  maintenance  sector.  Due  to  the  benefits  demonstrated  by 
the  USAID  pilots,  the  mayor  of  Moscow  has  decreed  that  by  1998  all  mainte- 
nance services  in  city-owned  housing  must  be  competitively  procured. 

A  pilot  housing  allowance  project,  developed  with  USAID  technical  assistance, 
first  implemented  in  Moscow  to  assist  lower-income  families  in  meeting  their 
rental  payments  as  rents  and  communal  service  charges  are  increased,  has  been 
adopted  by  almost  every  city  in  Russia.  Approximately  10.5  million  lower-in- 
come Russians  are  now  receiving  housing  allowances  (subsidies)  so  that  their 
rents  remain  affordable.  The  Ukrainian  government,  building  on  the  Russian 
pilot,  implemented  a  national  housing  allowance  program  with  720  local  offices 
through  the  country.  Altogether,  2.3  million  Ukrainian  families  are  receiving 
housing  subsidies — 13.7%  of  all  Ukrainian  households.  This  enables  rents  to  be 
raised  for  those  who  are  less  needy  without  the  political  backlash  that  would 
occur  if  subsidies  were  not  provided  to  the  poorest. 

Based  on  the  experience  of  USAID-supported  pilot  condominium  projects,  over 
100  condominium  associations  have  been  formed  in  16  cities  throughout  Russia. 
In  Ukraine,  18  condominium  associations  have  formed  and  several  additional 
cities  are  preparing  to  introduce  condominium  and  related  private  management 
and  maintenance  programs.  In  Kazakstan  alone  since  1994,  through  sponsoring 
a  series  of  "how-to"  workshops,  out-reach  assistance,  and  distribution  of  manu- 
als, the  HSRP  has  helped  over  500  condominium  associations  form  in  over  15 
cities. 

In  the  two  years  that  the  pilot  mortgage  lending  program  has  been  assisting 
Russian  bankers,  22  private  banks  have  start  issuing  home  purchase  loans  to 
lower  middle  and  middle  class  people  who  in  the  past  would  never  have  gotten 
a  home  mortgage.  Not  only  have  4,550  home  purchase  loans  have  been  made, 
but  an  Association  of  Mortgage  Bankers  has  been  formed  to  educate  and  train 
bankers  in  mortgage  lending  and  to  lobby  the  government  for  new  laws  to  facili- 
tate mortgage  lending. 
Mr.  Porter.  What  specific  goals  is  USAID  looking  to  accomplish  in  establishing 
a  growing  market  for  private  land  ownership? 

Answer.  Private  land  ownership  is  critical  to  any  functioning  market  economy. 
The  ability  of  citizens  to  purchase,  sell  and  develop  land  sets  the  stage  for  economic 
growth  through  domestic  and  foreign  investment.  USAID  is  helping  former  Soviet 
Union  countries  create  private  property  rights  and  regulate  land  markets  that  will 
permit  individuals  and  private  enterprises  to  gain  access  to  land,  achieve  security 
of  tenure  and  seU  and  mortgage  land.  USAID  has  already  helped  to  establish  a 
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sound  foundation  for  land  aUocation  and  land  use  regulation  in  five  post-Soviet 
countries  by  developing  land  auction  pilot  projects  and  supporting  the  introduction 
of  reform  concepts  in  national  legislation  on  property  taxation,  land  use  zoning  and 
land  mortgage  finance. 

Although  these  achievements  are  significant,  given  that  most  post-Soviet  coun- 
tries have  virtually  no  history  of  private  land  ownership,  it  will  clearly  take  time 
until  land  is  widely  held  privately  and  freely  trade.  We  can  already  point  to  a  num- 
ber of  accomplishments  that  are  a  direct  result  of  USAID  assistance: 

Russian  President  Yeltsin  issued  a  decree  that  clarifies  property  rights  for 
more  than  40  million  citizens  who  have  land  plots  and  12  million  rural  workers 
who  have  shares  of  previously  collectivized  farms.  This  decree  resolves  one  of 
the  remaining  holdovers  of  the  communist  land  allocation  system  by  ending  an 
80-year-old  ban  on  agricultural  land  sales.  The  Enterprise  Land  Sales  activity 
has  resulted  in  more  than  600  Russian  enterprises  taking  title  to  their  land. 
In  Ukraine,  14  cities  have  held  24  successful  land  auctions  of  more  than  65 
land  parcels.  The  lots  can  be  resold  with  fiill  rights  of  ownership  and  transfer. 
In  Kazakstan,  both  the  Constitution  and  the  Land  Code  provide  the  legal  Isasis 
for  private  land  ownership  by  citizens  and  long-term  leases  of  land  by  foreign- 
ers. Citizens  can  now  hola  private  transferable  title  and  land  is  increasingly  al- 
located and  sold  on  a  market  basis. 

In  Moldova,  a  constituency  is  emerging  in  support  for  land  reform.  Par- 
liament and  Grovemment  leaders  have  responded  by:  supporting  legal  and  regu- 
latory reform  to  provide  for  the  sale  and  pvu-chase  of  land  by  privatized  enter- 
prises; and,  emermng  support  for  agrarian  reform  as  collective  farms  seek  tech- 
nical assistance  for  the  break-up  of  existing  entities  into  private  farms  which 
will  allow  farmers  to  buy,  sell  and  lease  their  land. 

MDB  Environmental  Review 

Mr.  Porter.  USAID  Review  of  the  Multilateral  Development  Banks  recalling  the 
law  passed  by  Congress  requiring  USAID  to  monitor  all  MDBs  for  environmental 
and  social  impacts  and  to  produce  at  least  annually  a  report  to  Congress  outlining 
problem  areas,  I  was  siuprised  to  learn  that  the  contract  of  the  person  who  reviews 
all  pending  multilateral  development  bank  (MDB)  loans  for  environmental  and  so- 
cial impacts  was  recently  terminated.  The  U.S.  has  been  instrumental  in  reforming 
the  environmental  and  social  policies  of  the  international  financial  institutions.  The 
monitoring  of  these  institutions  should  remain  a  priority  for  the  U.S.  In  addition, 
this  action  does  not  follow  in  line  with  the  Administration's  recent  conmiitment  to 
the  environment  in  U.S.  foreign  policy. 

Who  will  now  be  reviewing  the  loans  of  the  MDBs  for  their  environmental  and 
social  impacts? 

Answer.  USAID  takes  its  responsibiUty  seriously  to  review  environmental  im- 
pacts of  the  multilaterjil  development  bank  (MDB)  projects  and  to  keep  Congress 
rully  informed  on  the  status  of  our  efforts.  This  work  is  essential  to  USAID's  work- 
ing ftx)m  a  common  front  to  developing  countries  to  ensure  that  all  development  pro- 
grams are  environmentally  sustainable.  However,  the  magnitude  of  the  current  and 
anticipated  cuts  to  USAIlPs  programmatic  and  operating  esroense  budgets  combined 
with  the  pressure  to  cut  staff  numbers  is  staggering  and  is  forcing  countless  painful 
decisions  throughout  the  Agency.  USAID  has  not  decided  whether  it  can  continue 
funding  for  the  Resovuxes  Support  Service  Agreement  (RSSA)  that  provides  us  with 
the  services  of  the  environmental  advisor  who  does  this  work.  Should  we  not  be  able 
to  do  so  I  assure  you  that  USAID  will  assign  these  duties  to  another  equally  quali- 
fied environmental  advisor. 

International  Environmental  Initiative 

Mr.  Porter.  USAID  launched  a  new  program  titled  the  Initiative  for  Environ- 
mental Technology  (LET)  last  year  as  part  of  the  Administration's  National  Environ- 
mental Technology  Strategy.  I  agree  that  the  use  of  environmentally  sustainable 
technology  is  crucial  in  developing  countries  and  it  is  important  for  the  U.S.  to  pro- 
mote its  own  goods  to  these  emerging  economies.  However,  I  am  concerned  that 
there  may  be  an  overlap  in  the  Initiative  of  USAID  and  the  programs  of  the  bilat- 
eral financial  institutions.  OPIC  and  TDA  have  always  focused  on  small  businesses 
promoting  environmentally  sustainable  products.  And  one  of  the  new  initiatives  of 
the  Export-Import  Bank  is  to  finance  more  small  businesses,  especially  ones  that 
export  these  environmental  technologies. 

Is  USAID  working  with  these  bilateral  financing  institutions  (especially  TDA)  in 
developing  lET?  How  do  USAID  programs  differ  fi-om  the  ones  currently  being  pro- 
moted by  Ex-Im,  OPIC  and  TDA? 
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Answer.  The  Initiative  for  Environmental  Technology  (JET)  is  designed  to  im- 
prove the  environmental  technology  investment  climate  in  developing  countries. 
USAID  provides  technical  assistance  to  countries  for  them  to  design  and  implement 
appropriate  environmental  policies  and  to  become  familiar  with  the  relevant  U.S. 
environmental  technologies.  Enlisting  the  efforts  of  small  and  medium-size  U.S.  en- 
vironmental technology  companies  in  proposing  effective  solutions  in  combatting  en- 
vironmental degradation  is  a  major  component  of  this  effort. 

USAID  works  closely  with  all  the  bilateral  financing  agencies  through  the  Envi- 
ronmental Trade  Working  Group  of  the  Trade  Promotion  Coordinating  Committee. 
We  work  together  to  develop  an  environmental  export  strategy  covering  the  full 
spectrum  of  developing  countries — from  low  income  to  more  advanced  developing 
countries. 

The  fundamental  difference  between  USAID's  environmental  programs  and  those 
of  EX-Im,  OPIC,  and  TDA  is  that  USAID's  programs  provide  technical  assistance 
to  host  governments  or  through  non-governmental  organizations  to  build  the  institu- 
tions and  capacity  to  address  environmental  degradation  and  global  climate  change 
problems.  This  complements  those  of  the  "bilateral  financing  institutions"  that  offer 
financing — loans  or  guarantees — to  finance  exports  of  commercial  environmental 
goods  and  services.  TDA  provides  grants  to  U.S.  engineering  companies  to  under- 
take featibility  studies  for,  among  other  things,  environmental  technologies.  Another 
feature  that  differentiates  USAID  and  these  agencies  is  that  the  latter  tend  to  focus 
on  higher  income  developing  countries  with  relatively  better  credit  ratings  than  the 
poorer,  low  income  countries.  Also,  lET  does  not  provide  investment  insurance  or 
project  financing,  and  does  not  support  feasibility  studies  or  pre-investment  analy- 
ses. 

Location  of  Missions  Under  New  Budget 

Mr.  Porter.  In  your  testimony  to  the  Senate  last  month,  you  discussed  yovu*  plans 
for  a  restructured  USAID  that  will  operate  more  efficiently  under  the  new  budget. 
Specifically,  you  state  that  "over  the  next  five  years,  the  number  of  sustainable  de- 
velopment missions  will  shrink  from  the  current  43  to  approximately  30."  You  indi- 
cate that  these  remaining  missions  will  be  located  in  'Tcey  countries  important  to 
U.S.  interests,  where  the  need  is  great,  and  specific  measurable  objectives  can  be 
achieved." 

Is  it  possible  at  this  time  to  elaborate  on  the  definition  of  key  countries  important 
to  the  U.S.?  In  your  opinion,  what  are  the  top  three  priorities  in  determining  these 
countries? 

Answer.  As  I  indicated  in  my  statement  to  the  Senate,  the  three  top  priorities 
for  selecting  sustainable  development  countries  will  be  (1)  foreign  policy  signifi- 
cance, (2)  the  need  for  concessional  assistance  and  (3)  the  likelihood  that  U.S.  assist- 
ance will  produce  tangible  results  within  a  reasonable  time.  In  some  cases,  the  se- 
lection of  countries  will  require  a  balancing  of  those  priorities.  Let  me  speak  briefly 
to  each  of  them: 

Development  assistance  is  a  tool  of  U.S.  foreign  policy;  as  such,  priority  is  ac- 
corded to  those  countries  of  high  political  or  economic  significance  to  the  United 
States  who  can  benefit  from  our  programs.  USAID  assistance  can  strengthen  this 
country's  ties  with  other  countries  and  accelerate  their  progress  in  economic  and  so- 
cial development. 

The  countries  which  have  the  lowest  standards  of  living  must  be  considered  in  al- 
locating assistance  resources.  In  such  countries,  levels  of  assistance  and  the  forms 
in  which  it  is  given  must  respond  to  the  specific  development  requirements  of  the 
country.  Setting  need  as  a  priority  responds  as  well  to  the  basic  humanitarian  ra- 
tionale for  foreign  aid. 

The  third  priority  is  the  ability  to  achieve  results  which  help  the  recipient  country 
to  move  forward.  Some  countries  which  are  needy  and  some  which  are  important 
to  the  United  States  may  not  have  the  ability  or  the  political  will  to  use  assistance 
effectively.  In  these  times  of  very  tight  budgets,  USAID  must  look  carefully  at  the 
likelihood  of  producing  positive  results  as  we  determine  where  we  will  maintain  f\ill 
missions. 

USAID  Staff  Restructuring 

Mr.  Porter.  In  your  testimony  before  the  Senate  last  month,  you  indicate  the 
Agency's  plan  to  downsize  their  workforce  over  the  next  five  years.  In  addition,  you 
mention  that  one  of  USAID's  main  restructuring  goals  is  to  decentralize  the  deci- 
sion-making process. 

USAID's  strengths  lie  in  its  ability  to  work  with  the  people,  governments  and  non- 
governmental organizations  in  developing  countries.  While  we  are  eUminating  mis- 


125  i 

sions,  it  is  important  to  maintain  the  contacts  and  networks  within  these  countries. 
While  the  Washington  office  is  important  for  issuing  grants  and  coordinating  efforts 
overseas,  it  is  critical  that  USAID  maintain  an  effective  staff  worldwide.  Is  the 
Washington  office  being  as  proportionately  downsized  as  the  direct-hire  staff  over- 


seas? 

Answer.  Our  clear  intent  is  to  retain  a  strong  field  presence  overseas.  However, 
with  decreasing  budgets,  we  must  examine  functions  overseas;  some  administrative 
and  other  functions  may  be  brought  back  to  USAID  Washington  if  doing  so  would 
effect  significant  cost  savings.  While  there  will  be  significant  reductions  in  USAID 
Washington,  we  cannot  yet  determine  if  these  cuts  will  be  proportional  to  the  cuts 
in  the  field — the  final  decisions  will  be  made  based  on  cost  considerations  but  with 
the  objective  of  keeping  an  effective  presence  overseas. 

Questions  for  the  Record  Submitted  by  Representative  Lightfoot 

AID  AND  Iowa 

Mr.  Lightfoot.  Please  provide  for  the  record  a  list  of  all  contracts  awarded  to 
Iowa  firms  in  FY  1994,  FY  1995  and  FY  1996  to  date  by  the  Agency  for  Inter- 
national Development. 

Mr.  Atwood.  Following  is  a  list  of  the  awards  by  year. 

Fiscal  year  1994: 

Stanley  Consultants,  Inc.,  Muscatine,  Iowa $738,308 

Iowa  State  University,  Ames,  Iowa  451,271 

Lehman  Fletcher,  Ames  Iowa : 42,618 

University  of  Iowa,  Iowa  City,  Iowa  1,007,413 

Northwest  Iowa  Conmiunity  CoUege,  Calmar,  Iowa  20,560 

Lance  Leverenz,  Cedar  Falls,  Iowa 68,500 

Fiscal  year  1994  total  2,348,668 

Fiscal  year  1995: 

Stanley  Consultants,  Inc.,  Muscatine,  Iowa 9,676 

Iowa  State  University,  Ames,  Iowa  77,690 

Lehman  Fletcher,  Ames,  Iowa 62,137 

Maureen  Mericle,  Ames,  Iowa  127,168 

Lance  Leverenz,  Cedar  Falls,  Iowa 6,800 

Fiscal  year  1995  total  283,471 

Fiscal  year  1996: 

Maureen  Mericle 5,000 

Fiscal  year  1996  total  5,000 

Housing  Guaranty  Program 

Mr.  Lightfoot.  From  the  human  perspective,  what  do  you  see  as  the  impact  of 
the  Housing  Guaranty  Program?  How  many  families  have  been  served  with  afford- 
able homes  and  better  sanitation.  In  how  many  developing  countries? 

Mr.  Answer.  Created  in  1961,  the  Housing  Guaranty  Program  is  one  of  USAID's 
primary  tools  for  addressing  shelter  and  urban  development  issues  worldwide,  in- 
cluding the  financing  and  management  of  low-income  shelter  and  environmental 
services,  like  potable  water,  sewerage,  water  treatment,  and  solid  waste  manage- 
ment. The  program  extends  loan  guaranties  to  U.S.  private  investors  who  make 
loans  to  public  and  private  institutions  in  developing  countries  assisted  by  USAID. 

This  program  has  benefited  over  28  million  people  in  48  countries.  These  are  pre- 
dominantly poor  families,  often  living  in  squatter  settlements  and  other  lower-in- 
come urban  areas.  These  people,  especially  the  children,  are  the  most  in  need  of 
basic  urban  infrastructure  to  insure  their  survival  and  to  improve  their  economic 
well-being.  The  program  is  a  catalyst  for  job  creation  and  increased  gross  national 
product.  It  provides  the  USG  with  a  seasoned  and  experienced  quick-response  capa- 
bihty  in  situations  in  which  shelter  and  urban  development  are  key  to  strong  USG 
strategic  and  security  interests,  including  Eastern  Europe,  Zimbabwe,  South  Africa, 
and  Israel. 

It  helps  facihtate  private  sector  and  community  group  solutions  for  producing 
housing  and  environmental  services,  shifting  the  public  sector's  role  in  most  devel- 
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oping  countries  from  direct  financing  and  building  to  facilitating  the  private  sector's 
role. 

It  benefits  American  business,  trade,  and  investment — in  both  the  short  range 
and  for  a  long-term  sustainable  market.  The  program  will  generate  more  than  $3.4 
billion  in  interest  earnings  for  U.S.  lenders,  and  has  taken  in  more  money  than  it 
has  given  out,  generating,  a  net  profit  for  the  United  States. 

It  strengthens  local  goverrmients,  local  private  sector,  and  community  groups,  key 
to  the  democratic  process  as  well  as  to  achieving  economic  development. 

All  in  all,  the  Housing  Guaranty  program  provides  an  efficient,  relatively  low-risk 
way  to  use  scarce  foreign  assistance  doflars  to  meet  U.S.  government  overseas  devel- 
opment objectives.  Each  dollar  of  budget  authority  produces  about  seven  dollars  of 
development  assistance,  and  goes  a  long  way  to  stretch  scarce  foreign  assistance  dol- 
Igirs. 

Mr.  LiGHTFOOT.  In  addition  to  the  development  of  low  cost  housing,  what  kinds 
of  poUcy  changes  has  this  program  been  able  to  leverage  through  "conditions  prece- 
dent" to  the  housing  guaranty  loans  and  the  training  and  technical  assistance  that 
accompanies  the  program? 

Answer.  USAID  has  become  a  donor  community  leader  in  influencing  poUcy  for- 
mulation related  to  ftindamental  shelter  and  urban  environmental  concerns — in  part 
through  its  ability  to  work  with  developing  country  governments  on  poUcy  reform. 
We  have  done  this  using  Housing  Guaranty  "conditions  precedent,"  often  buttressed 
by  grant-funded  technical  assistance  and  training,  and  in  part  through  USAID's 
ability  to  access  a  strong  pool  of  private  sector  U.S.  urban  expertise. 

It  is  impossible  to  overstate  the  importance  of  poUcy  reform  objectives  associated 
with  HGs  in  different  countries.  These  reforms  include  numerous  alternative 
sources  of  infrastructure  financing  and  management.  The  support  for  alternative 
forms  of  infrastructiire  finance,  such  as  local  resource  mobilization,  access  to  domes- 
tic capital  markets,  reforms  to  the  central-local  transfer  system,  and  strengthening 
of  local  government  financial  management  capacity,  are  as  important  as  increasing 
private  financing  of  infrastructure.  Other  reforms  supported  by  the  HG  program  in 
various  countries  include:  (a)  privatization  of  government-owned  shelter  and  envi- 
ronmental infrastructure,  (b)  decentralization  and  democratization  of  government  to 
faciUtate  more  efficient  services  and  financing,  (c)  support  for  emerging  economies, 
(d)  the  establishment  of  a  new  credit  facility  for  local  governments,  the  Regional  De- 
velopment Account  (RDA);  (e)  gains  in  accelerating  the  pace  of  private  sector  in- 
volvement across  a  range  of  urban  services;  (f)  the  development  of  a  municipal  bond 
market;  and,  (g)  improved  financial  management  of  water  authorities. 

The  most  recent  GAO  Report  on  this  program  indicates  that  some  loans  have  pos- 
sibly, been  made  to  ineligible  borrowers  or  for  shelter  that  is  not  low-cost.  Is  this 
case,  and  if  so,  what  does  USAID  do  to  rectify  these  problems  when  they  occur? 

Answer.  The  Housing  Guaranty  Program  recognizes  that  not  all  urban  infrastruc- 
ture investments  made  by  governments  or  the  private  sector  benefit  below-median 
income  households.  Still,  USAID  is  diligent  in  ensuring  that  benefits  of  the  Housing 
Guaranty  program  accrue  primarily  to  households  below  the  median  income.  As  a 
result,  only  a  portion  of  each  type  of  investment  is  eUgible  for  reimbursement  under 
the  HG  program.  In  a  recent  reimbursement  in  one  country,  USAID  did  not  refi- 
nance about  5%  of  the  loans  after  finding  ineUgible  borrowers.  When  USAID  identi- 
fies shortfalls,  it  works  diligently  with  the  program's  implementors  to  improve  bene- 
ficiary targeting.  For  instance,  in  India,  when  the  sample  survey  indicated  that  only 
78%  of  suitable  loans  were  actually  reaching  the  targeted  beneficiaries,  USAID 
worked  with  its  counterparts  to  develop  a  demonstration  program  focused  on  in- 
creasing the  access  of  informally  employed  lower-income  borrowers  to  formal  hous- 
ing finance  resources.  In  Indonesia,  when  a  1992  evaluation  indicated  a  need  for  ad- 
ditional efforts,  a  follow-on  assessment  was  used  to  make  significant  changes  to  im- 
prove beneficiary  targeting. 

Why  do  developing  countries  need  external  funds  to  finance  housing  and  urban 
infrastructure?  What  is  your  response  to  the  concern  that  US  funds  should  be  used 
to  support  shelter  development  in  the  US  and  not  overseas? 

Answer.  Today,  our  loan  guaranties  rarely  finance  directly  the  building  of  houses. 
Instead,  we  advise  developing  country  governments  to  stop  building  houses.  Shelter 
construction  is  better  left  to  the  initiative  of  families  and  private  sector  entities.  We 
urge  these  countries  instead  to  use  their  limited  construction  budgets  to  make  avail- 
able to  low-income  families  the  most  basic  urban  environmental  services  we  usually 
take  for  granted  in  the  U.S. — clean  water,  sewer,  soUd  waste  removal,  roadways, 
and  slum  upgrading.  Our  guaranties  and  the  loans  they  generate  are  key  to  urban 
sustainable  development;  are  in  our  foreign  policy  interest;  strengthen  local  govern- 
ments and  community  groups;  are  in  keeping  with  our  continuing  humanitarian  in- 
terest in  helping  to  meet  basic  human  needs  in  poor  countries;  decrease  the  rate 
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of  environmental  degradation  in  urban  areas;  and,  very  importantly,  contribute  to 
the  United  States'  long-term  economic  well-being  and  trade  interest  by  strengthen- 
ing economies  that  will  eventually  prove  to  be  increasing  buyers  of  American  goods 
and  services. 

Funding  for  the  NTS 

Mr.  LiGHTFOOT.  In  your  statement  you  bemoan  the  fact  that  funding  levels  for  the 
NIS  and  Support  for  Eastern  European  Democracy  are  reduced  by  25  percent  and 
10  percent  respectively.  When  Congress  supported  President  Clinton's  proposals  for 
transition  support  in  this  region,  unlike  some  USAID  projects,  it  was  not  intended 
for  a  lifetime.  The  NIS  states  need  help  but  have  made  progress.  Democracy  has 
been  established  in  Eastern  Europe.  Why  must  USAID  complain  about  these  reduc- 
tions? 

Answer.  We  fully  agree  that  these  are  transitional  programs  and  have  always  op- 
erated on  the  assumption  that  they  would  be  of  short  duration.  The  shift  away  from 
totalitarian  communism  in  the  former  Soviet  Bloc  has  attenuated  the  greatest  exter- 
nal security  threat  to  the  survival  of  the  United  States  over  the  past  50  years.  While 
it  will  take  decades  to  complete  the  changes  in  systems,  institutions,  laws  and  be- 
havior necessary  to  assure  healthy  market  democracies,  our  task  is  to  support  re- 
formers to  the  point  where  continued  progress  will  be  sustainable  without  our  as- 
sistance. 

While  we  are  very  pleased  with  the  progress  toward  democracy  and  market  econo- 
mies being  made  so  far  in  these  26  countries,  it  has  been  uneven  across  the  region 
and  much  remains  to  be  done.  Wherever  systemic  reform  is  securely  entrenched,  we 
are  completing  our  programs  and  moving  out — such  as  in  the  Czech  Republic,  Esto- 
nia, Latvia,  and  Slovenia.  Closeout  strategies  for  other  countries  are  being  devel- 
oped. 

In  an  article  in  the  Washington  Times  on  June  2,  1995,  the  President  of  Freedom 
House,  Adrian  Karatnycky,  and  a  scholar  at  the  American  Enterprise  Institute, 
Joshua  Muravhik,  stated  that  "the  overall  defense  savings  in  the  first  four  budgets 
since  the  Cold  War  was  over  is  $250  billion  .  .  .".  They  refer  to  this  amount  as  the 
"peace  dividend".  We  believe  that  premature  cutbacks  of  our  programs  where  reform 
is  not  yet  consolidated  would  place  the  political,  economic  and  societal  changes  to 
date  at  additional,  unnecessary  risk  in  return  for  a  foreign  assistance  cost  savings 
that  is  very  small  in  relation  to  the  overall  stakes  involved  and  which  might  well 
result  in  the  need  for  increased  defense  budgets  in  the  future. 

How  Far  To  Go  in  Closing  Missions 

Mr.  LiGHTFOOT.  In  your  statement  you  say:  "Closing  missions  is  a  finite  exercise. 
Past  a  certain  point,  it  is  inherently  contradictory  for  a  nation  that  has  economic 
and  political  interests  throughout  the  world  and  for  an  agency  that  has  been  the 
world's  leader  in  development."  Congress  looks  at  AID  involvement  in  nations  like 
Indonesia,  where  AID  has  been  involved  since  its  inception,  and  wonders  when 
AID'S  mission  ever  ends.  We  suspect  it  never  ends  until  Congress  reduced  your 
budget.  Please  quantify  for  the  Subcommittee  your  idea  of  a  "certain  point." 

Answer.  The  issue  you  raise  involves  two  questions:  (1)  whether  USAID  would 
reduce  the  number  of  countries  to  which  we  give  assistance  absent  Congressional 
cuts  and  (2)  the  minimum  level  of  assistance  consistent  with  the  U.S.  role  in  the 
world.  We  announced  more  than  two  years  ago,  well  before  Congress  enacted  major 
cuts  on  foreign  assistance  funding,  that  USAID  would  close  its  missions  in  21  coun- 
tries by  the  end  of  FY  1996,  a  painful  process  that  will  be  completed  on  time.  That 
step  was  taken  because  we  recognized  that  (1)  a  number  of  countries  receiving  as- 
sistance no  longer  needed  it  or  were  not  making  good  use  of  the  aid  and  (2)  our 
shrinking  staff  and  programs  were  spread  too  thinly  to  ensure  high  quality  pro- 
grams and  effective  oversight  in  the  full  range  of  countries  where  we  had  been  oper- 
ating. In  1995,  we  announced  that  six  additional  posts  would  be  closed  by  1997,  and 
those  actions  are  proceeding  on  schedule.  We  have,  from  the  start  of  this  Adminis- 
tration, looked  hard  at  the  need  to  continue  assistance  to  each  of  our  recipient  coun- 
tries and  have  not  avoided  the  hard  decisions  to  terminate  programs  where  they 
were  not  needed  or  were  not  producing  useful  results. 

The  issue  of  appropriate  aid  levels  is  one  on  which  we  might  disagree.  I  believe 
that  the  "certain  point"  below  which  our  assistance  levels  should  not  drop  was 
passed  in  the  cuts  enacted  by  Congiess  last  year.  The  United  States  has  important 
economic  and  political  interests  in  those  parts  of  the  world  where  our  programs  are 
carried  out  and  is  also  the  world's  largest  economy.  We  have  been,  however,  the 
smallest  assistance  donor  among  developed  countries  as  a  proportion  of  our  GNP  for 
the  past  decade.  In  comparison  to  others,  the  United  States  has  fallen  to  second 
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place  in  absolute  terms  for  the  past  several  years  and  is  about  to  move  down  to 
third  place.  Because  of  the  importance  of  balancing  the  federal  budget,  the  Adminis- 
tration has  not  sought  a  return  to  pre- 1996  levels  of  assistance  for  FY  1997.  We  do 
seek  increases  over  last  year's  levels  which  will  enable  us  to  provide  programs  of 
development,  humanitarian  and  transitional  assistance  that  address  major  U.S. 
goals.  I  urge  your  support  for  the  funding  levels  we  have  requested. 

Aid  for  a  Lifetime 

Mr.  LiGHTFOOT.  Please  provide  Congress  with  the  list  of  15  countries  in  which 
USAID  has  closed  missions,  the  8  missions  you  propose  to  cut  this  year  and  the  re- 
maining missions  still  open.  Also  please  provide  us  with  the  number  of  years  USAID 
has  been  involved,  in  any  way,  in  each  of  the  above  missions. 

Answer.  Following  is  the  list  of  countries  closed  in  Fiscal  Years  1994  and  1995; 
the  Ust  of  countries  closing  in  Fiscal  Year  1996;  and  the  countries  with  USAID  pres- 
ence that  will  remain  open  for  at  least  the  next  two  years: 

Country  Year  assistance  began  > 

Missions  closed  in  fiscal  years  1994  and  1995: 

Afganistan  1951-79.  1985 

Argentina  1955-56,  1958-77,  1979, 

1982-84,  1986-87,  1989 

Burkina  Faso  1961 

Botswana  1965 

Cameroon 1960 

Chad  1961-80,  1982 

CoteD'lvoire  1961-81,  1985 

Lesotho  1961 

Pakistan 1948.  1951 

South  Pacific  Regional  (Papua  New  Guinea)  1952,  1956.  1962-€3,  1980 

Thailand 1946,  1951 

Togo  1959 

Tunisia  1952.  1954 

Uruguay  1946-87,  1989 

Zaire  1952.  1954-93 

Missions  closing  in  fiscal  year  1996: 

Belize  1956 

Cape  Verde  1975 

Chile  1946 

Costa  Rica  1946 

Caribbean  Regional  (Barbados) 1967,  1971.  1973-85,  1988 

Estonia 1992 

Oman  1973 

Swaziland  1961 

'  Either  Economic  Assistance  or  Food  for  Peace. 

Countries  with  USAID  presence  that  will  remain  open  for  at  least  the  next  two 
years: 

Country  Year  assistance  began  ^ 

Albania  1946-47.  1992 

Angola 1977 

Armenia  1992 

Azerbaijan  1994 

Bangladesh 1972 

Belarus  1992 

Benin  1959 

Bolivia 1946 

Bosnia 1993 

Brazil  1946 

Bulgaria 1992 

Burundi 1961 

Croatia 1993 

Dominican  Republic  1946 

Ecuador 1946 

Egypt 1946,  1948,  1951-67,  1972 

El  Salvador  1946 
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Country  Year  assistance  began' 


Ethiopia  1946-47,  1951 

Georgia  1992 

Ghana  1954 

Guatemala  1946 

Guinea  1959 

Guyana 1952,  1955 

Haiti  1946 

Honduras  1946 

Hungary  1946-47,  1955-57,  1970, 

1989 

India  1946,  1948 

Indonesia  1946-47,  1949 

Israel 1951 

Jamaica  1956 

Jordan  1951 

Kampuchea  .-. 1955-64,  1971-75,  1980- 

88,  1992 

Kazakhistan  1993 

Kenya  1954 

Kyrgyz  Republic  1992 

LaMa 1992 

Lebanon  1946,  1951 

Liberia " 1946,  1948 

Lithuania  1992 

Madagascar 1959 

Malawi  1956 

Mali 1961 

Mexico 1946-70,  1972 

Moldova  1992 

Morocco 1952 

Mozambique 1976 

Nepal  1952 

Nicaragua  1946-84,  1988 

Peru  1946 

Philippines 1946 

Poland 1946-47,  1957-70,  1981 

Romania  1970-71,  1977-79,  1990 

Russia 1993 

Rwanda  1962 

Senegal  1961 

Slovak  Republic  1990 

Slovenia  1994 

Somalia 1954-71,  1975 

South  Africa 1947,  1986 

Sri  Lanka  1955 

Sudan  1958 

Tajikistan  1992 

Tanzania  1959 

Turkmenistan 1993 

Uganda  1954-56,  1958-76,  1979 

Ukraine  1993 

Uzbekistan  1993 

West  Bank/Gaza  1988 

Zambia  1953-54,  1960-68,  1973 

Zimbabwe  1954-64,  1980 

'Either  Economic  Assistance  or  food  tor  Peace. 

Note. — More  than  one  date  indicates  a  break  in  providing  assistance. 

Mr.  LiGHTFOOT.  What  are  the  10  posts  USAID  proposes  to  close  in  FY  97? 

Answer.  USAID  is  currently  discussing  the  closure  of  additional  overseas  mis- 
sions with  the  State  Department.  I  would  be  pleased  to  inform  the  committee  of 
these  closings  once  discussions  are  final. 

Graduation  Strategies 

Mr.  LiGHTFOOT.  What  are  the  rational  graduation  and  exit  strategies  you  intend 
to  employ  in  reducing  missions  in  FY  1996  and  FY  1997? 
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Answer.  Success  for  USAID  can  best  be  observed  when  a  country  no  longer  needs 
concessional  assistance,  but  is  able  to  take  responsibility  for  its  own  social  and  eco- 
nomic development.  The  transformation  of  the  aid  relationship  to  one  based  on  trade 
and  other  areas  of  cooperation  is  the  objective  of  USAID  programs. 

Strategies  for  graduation  must  be  looked  at  in  the  context  of  each  country  in  order 
to  determine  what  is  appropriate.  For  example,  in  the  countries  of  the  former  Soviet 
Union  and  Eastern  Europe,  the  Administration  expects  most  countries  to  "graduate" 
by  the  year  2000.  Because  the  foreign  policy  objective  is  to  support  successful  transi- 
tion to  democracy  and  open  economies,  graduation  strategies  in  these  countries  will 
involve  strengthening  of  cooperation  programs  with  the  trade  promotion  agencies 
such  as  TDA,  OPIC  and  EXIM  and  other  agencies  such  as  the  Department  of  En- 
ergy and  EPA. 

In  advanced  developing  countries  that  are  capable  of  sustaining  their  own  eco- 
nomic and  social  progress,  the  objective  is  to  ensvu-e  that  after  USAID  leaves  a  coun- 
try, there  remains  an  institutional  capacity  and  national  commitment  to  address 
problems  of  particular  concern  to  the  United  States.  For  example,  because  of  their 
global  impact,  it  is  a  high  priority  to  ensure  that  Brazil  and  Indonesia  are  able  and 
committed  to  strong  family  planning  programs  and  that  after  USAID's  disengage- 
ment they  will  continue  to  support  programs  that  address  rapid  population  growth. 
Similarly,  USAID  may  be  exiting  a  country  where  there  is  an  issue  of  protecting 
U.S.  Intellectual  Property  Rights  (IPR).  In  this  case  USAID  might  sponsor  an  analy- 
sis with  USTR  of  the  costs  and  benefits  to  a  particular  country  of  increased  enforce- 
ment of  IPR.  This  approach  would  identify  constraints  to  a  country's  ability  to  move 
from  an  aid  recipient  to  a  trading  partner  and  provide  the  basis  for  a  greater  role 
by  other  USG  agency. 

In  poor  countries  where  we  are  preparing  to  exit,  but  where  there  is  not  yet  the 
capacity  and  resources  to  develop  on  their  own,  we  will  emphasize  strategies  that 
safeguard  U.S.  investment  in  particular  programs.  Strategies  may  include  working 
with  other  bilateral  donors  and  NGOs  to  assume  responsibility  for  particular  activi- 
ties that  were  previously  financed  by  USAID. 

There  are  a  number  of  mechanisms  which  USAID  has  at  its  disposal  to  support 
is  disengagement  from  countries.  Depending  on  the  country  and  USAID's  objectives, 
different  tools  may  be  appropriate.  In  some  countries  where  conditions  permit, 
USAID  may  create  or  support  an  endowed  foundation  that  will  provide  a  steady 
flow  of  resources  to  address  particular  development  issues.  For  example,  the  Enter- 
prise for  the  Americas  leverages  large  endowments  from  USAID  debt  reduction 
agreements  and  requires  few  or  no  USG  dollar  resources.  In  other  countries  such 
as  Costa  Rica  where  there  are  local  currency  resources,  these  can  be  used  as  the 
core  for  the  endowment.  And  in  a  few  countries  where  there  are  sufficient  USAID 
dollar  resources,  a  directly  funded  endowment  can  be  considered.  In  every  case,  the 
endowment  is  used  to  leverage  additional  resources  from  other  donors,  the  host 
country  itself,  and  the  private  sector.  Endowments  are  not  always  an  option,  but 
in  some  countries  they  are  a  good  choice. 

In  other  cases,  partnership  with  a  U.S.  PVO  to  institutionalize  the  local  capacity 
to  provide  immunization  and  basic  health  services  for  a  period  after  USAID's  depar- 
ture may  be  appropriate.  Other  strategies  may  involve  working  with  the  trade  agen- 
cies to  transfer  some  of  USAID's  institutional  expertise  to  those  agencies  more 
equipped  to  address  the  emerging  economies  as  they  enter  world  trading  arrange- 
ments. You  have  heard  me  discuss  the  new  Officer  of  Emerging  Markets.  It  is  my 
intention  that  this  office  position  itself  to  work  on  supporting  policies  and  institu- 
tions that  establish  what  we  call  "the  enabling  environment"  for  private  grade  and 
investment,  particularly  in  the  so-called  "upper  tier"  countries  where  we  expect 
graduation. 

USAID  expects  to  issue  shortly  worldwide,  as  well  as  country-specific,  guidance 
once  agreement  is  reached  with  the  Department  of  State  on  the  posts  to  be  closed 
or  downsized.  This  guidance  will  outline  requirements  for  developing  graduation 
and  exit  plans,  including  the  most  important  foreign  policy  and  development  issues 
which  should  be  addressed.  The  plans  will  draw  upon  USAID's  familiarity  with  each 
country  and  its  institutions,  relationships  with  other  key  players,  understanding  of 
institutional  development,  and,  most  importantly,  the  reservoir  of  trust  and  goodwill 
growing  out  of  years  of  development  assistance. 

I  expect  to  have  in  hand,  by  this  time  next  year,  graduation  plans  for  half-dozen 
countries  currently  receiving  USAID  resources.  I  would  be  happy  to  discuss  any 
ideas  and  interests  that  the  committee  members  might  have  in  this  regard. 
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Shifting  Funds  to  Multilaterals 

Mr.  LiGHTFOOT.  Given  the  unalterable  fact  that  foreign  aid  spending  has  declined 
for  ten  straight  years  and  must  continue  to  decline  in  order  to  balance  the  federal 
budget,  should  we  consider  largely  abandoning  a  bilateral  aid  policy  in  favor  of  a 
multilateral  pohcy  where  US  dollars  are  leveraged  with  money  from  other  developed 
nations. 

Mr.  Atwood.  It  is  misleading  to  view  bilateral  and  multilateral  assistance  as  mu- 
tually exclusive.  There  are  clearly  defined  U.S.  national  interests  for  both  bilateral 
and  multilateral  lending  programs  and  both  make  crucial  and  mutually  reinforcing 
contributions  to  U.S.  interests  and  objectives.  Each  has  different  comparative  ad- 
vantages depending  on  the  U.S.  objectives  they  are  intended  to  meet.  Their  pro- 
grams complement,  rather  than  substitute  for,  each  other. 

Bilateral  assistance  has  proven  to  be  flexible  and  responsive  to  changing  condi- 
tions and  is  able  to  move  quickly  when  U.S.  political  and  strategic  interests  dictate. 
These  advantages  are  illustrated  in  the  rapid,  creative,  private  sector  and  democ- 
racy oriented  United  States  response  to  changes  in  Eastern  Europe  and  the  new 
independent  states  of  the  former  Soviet  Union. 

USAID  bilateral  development  programs  have  long  been  on  the  leading  edge  of 
long-term  development  practice.  USAID's  leadership  is  broadly  apparent  in  the  re- 
cent focus  on  the  areas  of  democracy,  market  economics,  gender  issues,  and  the  pro- 
motion of  public-private  partnership.  USAID  programs  benefit  from  in-depth  knowl- 
edge of  host  country  conditions  and  excellent  access  both  to  government  and  civil 
society.  Reengineering  will  further  increase  USAID's  flexibility  and  responsiveness. 
USAID  also  has  a  unique  ability  to  tap  the  capacity  of  a  wide  range  of  non-govern- 
mental factors.  These  bilateral  programs  frequently  provide  the  model  for  large- 
scale  investments  by  multilateral  donors  or  for  other  bilateral  donor  country  pro- 
grams. 

In  humanitarian  crises,  complex  emergencies,  and  transition  countries,  the  U.S. 
bilateral  program  also  provides  leadership  through  quick  response  together  with 
visible  American  commitment  and  concern.  U.S.  assistance  and  U.S.  non-govern- 
mental organizations  are  often  the  first  on  the  ground,  paving  the  way  for  others. 

The  elimination  of  bilateral  United  States  assistance  would  deny  a  valuable  for- 
eign policy  tool  to  leaders  of  the  United  States  and  wovild  reduce  American  leverage 
and  undercut  American  leadership  in  the  international  arena.  The  elimination  of 
our  contribution  to  multilateral  assistance  programs  would  be  equally  debilitating. 
These  programs  and  institutions  complement  each  other  both  at  the  policy  level  and 
in  field  operations.  Both  multilateral  and  bilateral  programs  make  an  important 
contribution  to  United  States  development  and  foreign  policy  goals. 

USAID's  Special  Role 

Mr.  LiGHTFOOT.  In  order  to  balance  the  federal  budget  we  must  reduce  discre- 
tionary spending  and  slow  the  rate  of  growth  in  mandatory  spending.  What  makes 
you  believe  that  USAID  should  be  given  some  special  protected  status?  Why  should 
USAID  be  exempted  from  the  same  debate  that  places  other,  arguably  much  higher 
domestic  concerns  at  risk,  such  as  education  or  medicare? 

Mr.  Atwood.  Foreign  assistance  should  not  be  exempted  from  the  debate  about 
how  to  balance  the  budget.  However,  it  should  be  remembered  that  the  initial  deficit 
reduction  legislation  was  passed  in  1985  (Gramm  Rudman  HoUings).  From  that  date 
to  1995,  the  International  Affairs  Function  of  the  Federal  budget  was  cut  over  fifty 
percent  in  real  terms  and  it  was  cut  further  in  FY  1996.  In  fact,  this  function  has 
been  cut  deeper  than  virtually  any  other.  Further,  total  elimination  of  the  account 
would  not  eliminate  the  deficit. 

The  budget  debate  is  fundamentally  about  priorities.  In  this  spirit,  we  have  en- 
gaged fully  in  the  debate  and  have  reduced  programs  and  budgets. 

Consequently,  it  is  important  to  further  put  foreign  aid  and  USAID  funding  in 
perspective,  because  of  popular  budgetary  misperceptions  about  USAID  and  foreign 
aid.  USAID  bilateral  aid  was  about  $6.5  billion  in  1995.  [source:  1996  CP]  this  com- 
pares with  outlays  of  $275  billion  for  health  and  medicare;  $555  billion  for  income 
security  and  social  security;  ore  than  $270  billion  for  national  defense;  and  a  federal 
deficit  of  $165  billion,  [soiu-ce:  Economic  Report  of  the  President,  1996,  Table  B-76] 

Not  only  is  bilateral  foreign  aid  currently  extremely  small  relative  to  other  rel- 
evant categories  of  expenditures,  it  has  also  been  relatively  constant  in  nominal 
terms  over  the  past  ten  years,  while  other  federal  expenditures  and  receipts  have 
risen  by  about  60  to  70  per  cent.  Foreign  assistance  has  been  cut  by  over  30  percent 
in  real  terms.  Thus,  it  has  already  made  a  substantial  contribution  to  fiscal  re- 
straint and  it  cannot  do  the  job  alone. 
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With  this  perspective  on  foreign  aid  in  the  overall  budget,  the  important  question 
is  what  are  we  getting  for  our  money? 

Foreign  aid  makes  an  important  contribution  to  fundamental  U.S.  national  inter- 
ests— not  just  humanitarian  interests  but  also  economic  and  security  interests.  In 
recent  years,  growth  in  the  U.S.  economy  has  been  export  led;  and  the  U.S.  export 
growth  has  come  from  consumption  in  developing  countries — many  of  them  past  or 
current  recipients  of  U.S.  foreign  assistance.  Further,  our  resources  are  part  of  a 
much  larger  cooperative  international  effort  aimed  at  development.  The  Develop- 
ment Assistance  Committee  calculates  total  disbursements  on  concessional  foreign 
aid  at  about  $60  billion  in  1994.  [source:  1995  DAC  Chairman's  Report,  Develop- 
ment Cooperation.] 

This  larger  effort  at  promoting  development  serves  our  national  interests  in 
achieving  a  more  prosperous,  democratic,  market-oriented  global  order,  one  where 
countries  have  the  means  and  the  incentives  to  cooperate  on  important  global  is- 
sues, and  one  which  is  less  crisis-prone. 

The  damaging  consequences  of  reductions  in  U.S.  foreign  aid  are  twofold.  Such 
reductions  encourage  other  donors — most  facing  much  more  difficult  fiscal  problems 
than  the  U.S. — to  follow  suit  and  lessen  their  efforts.  This  would  be  leverage  in  re- 
verse, with  serious  adverse  implications  for  U.S.  national  interests.  Second,  these 
reductions  undercut  the  U.S.  international  leadership  role.  Indeed,  Japan  now  pro- 
vides significantly  more  foreign  aid  than  the  U.S.,  even  though  its  economy  is  small- 
er and  it  has  half  as  large  a  population.  As  a  result,  Japan  is  now  exercising  in- 
creased international  influence. 

It  is  vital  that  the  U.S.  international  development  aid  effort  be  recognized  as  a 
critical  tool  that  makes  major  contributions  to  U.S.  national  interests.  If  these  ef- 
forts are  to  continue,  with  the  U.S.  in  a  lead  role,  then  it  is  imperative  that  aid  lev- 
els be  maintained  at  least  in  nominal  terms  and  allocated  in  ways  that  makes  the 
most  effective  use  of  the  scarce  resources.  USAID  management  and  program  re- 
forms have  greatly  increased  the  ability  to  make  the  best  use  of  U.S.  foreign  assist- 
ance. 

Priorities 

Mr.  LiGHTFOOT.  What  strikes  me  in  your  testimony  is  USAJD's  total  lack  of  will- 
ingness to  establish  priorities,  eliminate  duplication  and  make  funding  decisions 
based  on  those  plans.  Let's  be  clear,  AID  has  reduced  missions  because  of  Congres- 
sional budget  reductions,  not  out  of  the  goodness  of  AID's  heart. 

Why,  for  example,  should  the  U.S.  supply  population  funding  to  Brazil,  arguably 
more  of  a  developed  nation  than  others.  Why  is  USAID  running  trade  promotion 
programs  in  Latin  America  and  the  Caribbean?  Isn't  this  the  function  of  the  Com- 
merce Department,  the  export  assistance  agencies  of  the  USTR? 

Mr.  Atwood.  USAID  has  demonstrated  a  strong  willingness  to  make  tough  deci- 
sions and  choices  and  to  carry  them  out  firmly.  As  you  know  this  Administration — 
when  not  driven  by  budgetary  necessity — took  steps  in  1994  to  concentrate  re- 
sources by  closing  USAID  missions  in  over  twenty  countries  where  there  was  a  poor 
quality  of  partnership  with  the  host  country  or  where  the  costs  of  operating  ex- 
ceeded our  ability  to  have  a  development  impact.  By  the  end  of  FY  1996  twenty- 
three  posts  will  have  been  closed.  These  decisions  were  made  because  USAID  recog- 
nized the  need  to  have  fewer  programs  and  were  thus  management,  not  budget, 
driven. 

It  is  true,  however,  that  the  additional  post  closing  which  are  now  being  discussed 
with  the  Secretary  of  State  are  caused  by  the  reduced  FY  1996  budget  plus  our  fore- 
cast of  future  funding.  Similarly,  the  FY  1996  operating  budget  cuts  have  forced  the 
announcement  of  a  reduction  in  force  at  USAID. 

USAID  has  made  significant  progress  in  establishing  priorities  and  communicat- 
ing them  to  both  central  bureaus  and  operating  units  that  are  making  strategic 
choices.  Discipline  has  been  brought  to  bear  by  defining  a  comprehensive  Agency 
Strategic  Framework  for  sustainable  development  work  that  identifies  clear  goals 
and  objectives  with  measurable  results.  The  FY  1997  CP  narrative  describes  many 
of  the  additional  steps  that  have  been  taken.  USAID  is  among  a  very  few  Agencies 
that  have  made  significant  progress  in  implementing  the  requirements  of  the  Gov- 
ernment Performance  Results  Act.  Efforts  to  manage  scarce  resovu-ces  effectively 
have  focused  on  establishing  five  clear  goals  that  contribute  to  development  and  ar- 
ticulating only  19  supporting  objectives.  All  USAID  sustainable  development  pro- 
grams are  required  to  fit  within  this  framework. 

In  addition,  USAID  is  measuring  results  against  indicators  that  are  being  devel- 
oped to  assess  performance  across  the  board.  The  Agency  reorganization  also  reallo- 
cated staff  and  eliminated  duplication  by  concentrating  technical  personnel  in  the 
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Global  Bureau.  These  efforts  add  up  to  a  serious  commitment  to  limit  choice,  estab- 
lish priorities  and  eliminate  duplication. 

In  response  to  your  specific  question  about  the  population  program  in  Brazil,  I 
believe  strongly  that  it  is  in  the  U.S.  interest  to  address  population  issues  in  that 
country.  Brazil  is  considered  one  of  the  most  important  countries  in  the  World  in 
terms  of  its  contributions  to  global  population  growth.  As  such,  USAID  efforts  are 
focused  in  the  states  of  the  Northeast  region — the  region  with  more  poor  people 
than  in  all  of  Central  America.  This  is  also  the  region  where  fertility  and  population 
growth  rates  are  highest.  It  is  true  that  Brazil,  as  an  advanced  developing  nation, 
has  more  capacity  than  most  USAID  recipients  to  address  their  own  population 
problems.  USAID,  however,  has  been  and  continues  to  be  focused  on  the  need  to 
not  only  deliver  family  planning  services  in  the  Northeast  of  Brazil  through  local 
PVOs  and  state  governments,  but  also  to  improve  Brazil's  overall  awareness  of  the 
importance  of  addressing  population  problems. 

Prior  to  the  USAID  program,  Brazil  was  not  willing  to  acknowledge  its  population 
problem.  As  a  result  of  USAID  assistance,  there  now  is  increasing  political  support 
and  commitment  to  family  planning  at  the  top  levels  of  both  the  state  and  federal 
governments.  Current  plans  call  for  completing  population  assistance  to  Brazil  by 
the  year  2000,  at  which  time  we  expect  to  leave  behind  a  Brazilian  commitment  and 
institutional  capacity  to  continue  to  address  their  population  problems  in  the  future. 

In  response  to  your  specific  question  about  trade,  the  National  Export  Strategy 
prepared  by  the  Trade  Promotion  Coordinating  Committee  and  submitted  to  Con- 
gress in  October  1994  clearly  delineates  the  roles  of  USG  agencies  with  respect  to 
trade  promotion.  USAID  programs  are  different  than  those  of  the  trade  agencies 
which  focus  on  providing  direct  services  and  financing  for  U.S.  business.  By  foster- 
ing increased  openness  and  economic  growth — through  policy  reforms  and  strength- 
ening markets — USAID  creates  expanding  demand  for  U.S.  products.  For  example, 
the  so-called  "trade  promotion"  programs  in  Latin  America  include  activities  in  Bo- 
livia, Peru  and  Jamaica  which  foster  growth  in  their  economies  and  the  region  and 
the  political  climate  that  encourages  increased  trade.  Thus,  these  countries  are  able 
to  earn  foreign  exchange  which  in  turn  allows  them  to  become  purchasers  of  U.S. 
exports. 

The  programs  in  Latin  America  and  the  Caribbean  are  designed  to  make  our 
neighbors  into  our  trading  partners.  The  region  is  the  fastest  growing  market  for 
U.S.  exports.  In  1995,  for  example,  U.S.  exports  to  Latin  America  were  estimated 
at  $104  billion.  Almost  half  of  U.S.  exports  to  developing  countries  go  to  the  LAC 
region.  These  exports  support  nearly  2  million  jobs  in  the  United  States.  The  health 
of  the  U.S.  economy  will  become  even  more  dependent  on  the  economic  health  of 
the  LAC  region  in  the  fixture.  It  is  therefore  critical  that  we  continue  to  help  the 
economies  of  these  countries  to  grow. 

Medical  Research 

Mr.  LiGHTFOOT.  Medical  research  fiinding  is  a  high  priority  of  this  Congress.  In 
fact,  we  have  increased  fiinding  for  the  National  Institutes  of  Health. 

Please  identify  the  line  items  within  USAID's  budget  pertaining  to  USAID  as  a 
"source  of  medical  research." 

Answer.  The  USAID  budget  system  categorizes  health  research  as  follows:  bio- 
medical research,  environmental  biological  research,  social  science  research,  demo- 
graphic data  collection,  operational  research,  basic  research  and  development.  The 
estimate  for  FY  1995,  as  part  of  the  FY  1996  Congressional  Presentation,  projected 
that  thirteen  projects  would  be  engaged  in  biomedical  research  in  FY  1995  for  a 
total  of  $10  million.  Contraceptive  research  totaled  approximately  $15  million  in  FY 
1995. 

Effect  of  Cutbacks 

Mr.  LiGHTFOOT.  We  have  reduced  foreign  aid  fiinding  for  ten  straight  years.  In 
light  of  those  reductions,  what  societies  are  "more  repressive,  institutions  that  are 
less  responsive,  and  nations  that  are  closer  to  conflict  and  failure  than  they  might 
have  been". 

Mr.  Atwood.  Foreign  aid  levels  have  been  fairly  constant  in  nominal  terms  over 
the  past  ten  years,  averaging  about  $7  billion  annually  and  fluctuating  between 
roughly  $6-8  billion,  with  no  predominant  upward  or  downward  trend.  Thus,  foreign 
aid  has  declined  significantly  in  real  terms  since  1985,  and  also  relative  to  other 
budgetary  expenditures. 

Have  these  declines  in  aid  been  associated  with  adverse  trends  in  terms  of  crisis, 
internal  conflict,  and  state  failure  since  the  mid-1980s?  To  summarize  the  analysis 
presented  below,  there  is  ample  evidence  that  problems  of  crisis,  internal  conflict, 
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and  state  failure  have  become  increasingly  serious  over  the  past  decade,  although 
we  know  of  no  systematic  accounting  that  identifies  exactly  which  countries  are 
worse  off  in  this  respect.  We  do  know  that  the  types  of  countries  that  have  become 
more  crisis-prone  are  the  post-communist  transitional  countries  and  the  low  income 
developing  countries.  These  are  the  primary  targets  of  U.S.  foreign  aid  aimed  at  sus- 
tainable development  and  transition.  We  cannot  provide,  nor  would  we  even  argue 
that  declines  in  U.S.  foreign  assistance  in  real  terms  have  been  a  fundamental  cause 
of  these  trends.  But,  it  is  clear  that  foreign  aid  directly  addresses  the  factors  that 
enable  countries  to  avoid  crisis  and  failure  (stronger  institutions,  higher  living 
standards  and  reduced  poverty,  increased  openness  to  trade).  And,  it  is  clear  that 
declines  in  U.S.  foreign  aid  have  constrained  our  capacity  to  carry  out  this  work. 
To  cite  an  external,  objective,  expenditures-conscious  soiu-ce,  a  1994  CBO  study  enti- 
tled "Enhancing  U.S.  Secvuity  Through  Foreign  Aid"  presented  a  strong  case  for  a 
$12  billion  increase  in  foreign  aid,  mainly  developmental  foreign  assistance,  to  be 
financed  from  reduced  military  expenditures.  The  analysis  and  justification  was 
based  on  the  sorts  of  considerations  presented  below. 

Analysis 

Bearing  in  mind  the  caveat  about  the  lack  of  historical  data  on  crisis  and  conflict, 
we  see  two  major  groups  of  countries  that  have  been  significantly  more  vulnerable 
to  crisis,  internal  conflict,  and  failure  during  the  1990s  than  in  the  mid-1980s. 

The  first  group  is  the  countries  comprising  the  formerly  communist  societies  of 
Eastern  Europe  and  the  NIS.  They  are  more  crisis-prone  because  the  political  and 
economic  institutions  of  Communism  collapsed,  and  they  are  (in  varying  degrees) 
struggling  with  the  task  of  establishing  democratic  and  market-oriented  institu- 
tions. 

Foreign  aid  played  at  best  a  minor  and  indirect  role  in  the  collapse  of  communist 
institutions.  (For  instance,  by  the  mid-1980s  aid  donors  were  arguing  that  develop- 
ment experience  had  clearly  demonstrated  the  superiority  of  market-oriented  econo- 
mies to  state-controlled  economies).  Foreign  aid  does  have  a  significant  (but  not  pre- 
ponderant) role  to  play  in  assisting  institutional  transformation  in  these  transitional 
countries.  Depending  on  the  degree  of  failure  or  success  in  this  endeavor,  these 
countries  will  sink,  flounder,  or  swim.  The  United  States  and  the  rest  of  the  world 
have  a  major  stake  in  the  outcome,  from  a  variety  of  perspectives  (nuclear  weapons, 
terrorism,  environment,  health,  stability  and  crisis,  narcotics  and  crime,  humani- 
tarian, etc.) 

The  second  group  of  countries  that  has  become  more  crisis  prone  comprises  low- 
income  developing  countries,  mainly  in  Africa  and  South  Asia,  and  to  a  lesser  de- 
gree in  Latin  America  and  the  Caribbean.  In  many  of  these  countries  the  forces  that 
increase  vulnerability  to  crisis — ethnic  conflict  and  demographic  trends  that  have 
produced  a  "Youth  Bulge",  a  huge  group  of  young  adults  with  limited  employment 
opportunities  who  are  easy  to  mobilize  and  prone  to  violence — are  expanding  more 
rapidly  than  the  institutional  capacity  and  resources  that  societies  need  to  deal  with 
these  forces. 

U.S.  and  other  foreign  aid  aims  (inter  alia)  to  strengthen  economic  and  politic£il 
institutions,  invest  in  human  resources,  and  promote  broad-based  expansion  of  eco- 
nomic opportunity.  Again,  the  contribution  of  foreign  aid  can  be  significant,  but  suc- 
cess or  failure  depends  mainly  on  internal  forces  and  factors  within  recipient  coun- 
tries. 

The  best  available  work  on  these  issues  so  far  is  the  CIA-sponsored  study  by  the 
"State  Failure  Task  Force"  which  has  been  cited  in  the  popular  press.  This  work 
confirms  the  analysis  and  trends  discussed  above. 

More  specifically,  it  points  out  that  the  problem  of  state  failure  has  become  in- 
creasingly important  in  the  post-cold- war- world.  It  cites  five  countries  already  in  cri- 
sis (SomaUa,  Haiti,  Bosnia,  Liberia,  Rwanda)  and  fifteen  others  where  the  risks  are 
high  (Armenia,  Bangladesh,  Benin,  Bolivia,  Brazil,  Central  African  Republic,  India, 
Kirgizstan,  Madagascar,  Malawi,  Mali,  Niger,  Pakistan,  Turkey,  and  Zambia).  Of 
these  twenty  countries,  all  but  two  (Brazil  and  Turkey)  are  in  the  two  groups  dis- 
cussed above.  The  report  also  cites  a  number  of  countries  that  were  considered  at 
the  time  of  the  report  to  be  "failed  states,"  including  Afghanistan,  Angola,  Azer- 
baijan, Chad,  Croatia,  Georgia,  Guatemala,  Sri  Lanka,  Sudan,  Tajikistan  and  Zaire. 

The  study  confirms  the  role  of  ethnic  conflict  and  demographic  pressures  in  con- 
tributing to  crisis.  And,  it  highlights  the  contribution  of  development  progress  (as 
represented  by  democracy,  higher  living  standards  and  less  poverty,  and  increased 
openness  to  trade)  to  the  capacity  of  societies  to  cope  with  these  forces.  Again,  there 
is  a  great  deal  at  stake  for  the  United  States  and  the  international  community. 

Ultimately,  the  question  comes  back  to  the  role  and  effiectiveness  of  foreign  aid. 
Here  it  is  important  to  highlight  a  third,  large  and  growing  group  of  countries — 
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those  where  we've  seen  significant  development  progress.  By  and  large  these  coun- 
tries are  not  crisis-prone,  despite  demographic  and  ethnic  pressures.  Foreign  aid  has 
played  a  significant  role  in  most  of  these  countries.  The  role  is  not  one  of  determin- 
ing success  or  failure,  but  rather  one  of  supporting  domestic  efforts  and  significantly 
increasing  the  odds  that  these  efforts  will  succeed. 

Considering  what's  at  stake  for  the  United  States,  the  relatively  low  levels  of  U.S. 
foreign  aid  (compared  with  the  rest  of  the  budget),  the  scope  of  the  international 
aid  effort,  and  the  role  of  U.S.  leadership,  we  firmly  believe  that  this  is  a  good  and 
defensible  investment,  even  in  a  time  of  budgetary  restraint. 

Highest  Priority 

Mr.  LiGHTFOOT.  Mr.  Atwood,  I  regret  as  much  as  anyone  the  fact  that  our  budget 
is  in  the  shape  it  is  now.  This  fact,  however,  is  now  beyond  our  control  and  cannot 
be  disregarded  for  the  benefit  of  our  bill. 

The  country's  lack  of  money  is  manifesting  itself  in  dramatic  ways  for  USAID's 
ability  to  execute  its  comprehensive  and  self-expanded  role,  in  effect  as  you  say  ex- 
tinguishing plants,  repressing  societies,  and  "decimating"  your  efforts  to  expand 
U.S.  trade. 

My  point  is,  as  illuminated  by  your  testimony,  USAID  must  dramatically  refocus 
itself  to  its  core  purpose,  pursuing  fewer  goals  successfully  rather  than  struggling 
unsuccessfully  under  such  a  huge — and  decimated — mandate. 

What  should  the  Subcommittee  view  as  your  highest  and  most  critical  priorities 
that  can  be  successfully  accomplished  within  the  framework  of  our  limited  re- 
sources? 

Mr.  Atwood.  I  agree  that  it  is  a  national  priority  to  set  our  budget  in  order. 
USAID's  FY  1997  budget  request  conforms  to  the  President's  guidance  and  is  within 
the  parameters  of  the  budget  agreement.  However,  I  must  disagree  with  your 
premise  the  USAID  has  "self-expanded"  its  role. 

USAID's  role  has  always  been  defined  by  a  variety  of  foreign  policy  interests.  The 
end  of  the  Cold  War,  unfortunately,  did  not  mean  our  mandate  became  narrower. 
In  fact,  the  growing  complexity  of  the  World  has  thrust  new  responsibilities  on 
USAID.  Ten  years  ago,  it  was  inconceivable  that  the  United  States  would  be  sup- 
porting foreign  assistance  programs  in  some  29  countries  in  Eastern  Europe  and  the 
states  of  the  former  Soviet  Union 

This  Administration  recognized  and  examined  the  various  mandates  given  the 
Agency.  As  you  know,  Congressional  legislation  since  passage  of  the  Foreign  Assist- 
ance Act  of  1961  has  added  innumerable  new  goals,  objectives  and  purposes  to  the 
underlying  legislation.  In  examining  the  Agency  mandate,  we  found  there  were 
many  views  of  the  most  critical  priorities — some  said  that  USAID  be  focussed  on 
promoting  U.S.  exports  bv  providing  direct  support  to  U.S.  businesses;  others  said 
USAID  should  only  provide  humanitarian  assistance  in  response  to  natural  disaster. 
After  consultation  vidth  Congress  and  a  broad  spectrum  of  U.S.  groups,  USAID  af- 
firmed its  core  mission  to  be  that  of  "sustainable  development"  and  then  agreed  on 
the  five  goals  to  achieve  that  mission — encouraging  broad-based  economic  growth, 
protecting  the  environment,  stabilizing  world  population  growth  and  protecting 
human  health,  bmlding  democracy,  and  providing  humanitarian  assistance  and  sup- 
porting post-crisis  transition.  The  Administration  also  clarified  the  respective  re- 
sponsibilities of  the  various  foreign  affairs  agencies. 

There  is  no  single  USAID  goal  which  is  the  highest  priority.  Priorities  in  this 
business  must  be  defined  within  the  context  of  what  problems  we  find  in  the  coun- 
tries in  which  we  choose  to  and  are  able  to  work  effectively.  USAID  has  worked 
hard  to  determine  in  consultation  with  the  Secretary  of  State  which  countries  are 
the  most  important  to  our  foreign  policy  interests.  These  include  countries  that  are 
major  contributors  to  global  problems,  where  instability  threaten  our  security  inter- 
ests, where  people  are  so  poor  that  hopelessness  can  lead  to  strife  and  disasters  of 
enormous  proportion,  or  where  successful  democratic  transitions  are  important  to 
the  United  States.  We  have  worked  hard  to  limit  our  choices  to  the  fewest  number 
of  countries,  but  still  remain  responsive  to  our  foreign  policy  interests.  This  is  an 
ever-changing  challenge  when  new  responsibilities  such  as  working  with  the  Euro- 
peans to  ensure  the  making  and  the  keeping  of  peace  in  Bosnia  are  added  to  our 
mandate. 

The  task  of  deciding  what  Agency  goals  will  be  pursued  in  particular  countries 
is  equally  complex.  There  is  no  cookie-cutter.  Rather,  an  appropriate  mix  of  sector 
interventions  must  be  applied  in  ways  that  can  make  the  maximum  contribution  to 
our  objectives  given  the  mix  of  available  resources.  The  Agency  has  already  estab- 
lished a  strategic  framework  and  reduced  its  goals  to  the  five  identified  above  in 
order  to  limit  the  choices  of  operating  units.  These  goals  capture  well  the  ways 
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which  the  overall  USAID  mission  can  be  achieved,  but  the  Agency  does  not  do  all 
these  things  in  adl  places.  Rather  it  works  with  others  and  decides  what  niche  is 
best  suited  to  U.S.  interests  and  expertise. 

This  year's  program  reviews  will  focus  on  identifying  those  activities  and  ap- 
proaches which  contribute  to  multiple  goals.  For  example,  we  know  educating 
women  not  only  improves  their  income  earning  potential,  but  their  children  are 
healthier  as  a  result.  Similarly,  a  special  USAID  study  is  looking  at  the  links  be- 
tween promoting  democracy  and  protecting  the  environment.  Identifying  activities 
that  have  multiple  benefits  allows  us  to  seek  the  biggest  impact  with  the  least  re- 
sources. To  the  extent  that  USAID  has  flexibility  and  is  not  restricted  by  separate 
functional  accounts,  we  consider  such  multiple-goal  interventions  to  be  of  higher  pri- 
ority than  those  which  contribute  to  only  one  agency  goal. 

QUESTONS  FOR  THE  RECORD  SUBMITTED  BY  REPRESENTATIVE  PeLOSI 

HIV/AIDS 

Ms.  Pelosi.  Given  that  USAID  does  not  consider  HIV  to  be  just  a  health  issue, 
but  one  involving  a  vast  range  of  developmental  and  strategic  concerns,  would  you 
consider  moving  the  office  of  AIDS  beyond  the  Office  of  Health,  Population  and  Nu- 
trition where  it  now  resides — possibly  placing  it  directly  under  the  Global  Bureau? 

Answer.  Even  though  USAID's  HIV/AIDS  program  is  managed  within  the  Popu- 
lation, Health  and  Nutrition  Center,  it  is  considered  a  cross-sectoral  program,  as  are 
the  environment  and  education.  Bureau  leadership  emphasizes  a  cross-cutting  per- 
spective in  its  oversight  of  these  programs.  The  HIV/AIDS  Division  works  closely 
with  Bureau  and  Agency  leadership  in  determining  policy  and  in  many  HIV/AIDS 
activities,  including  USAID's  work  with  UNAIDS  and  in  developing  the  design  of 
a  new,  more  broadly-based  HIV/AIDS  project.  Under  the  Agency's  reengineering 
plan,  the  Office  of  Health  and  Nutrition  serves  the  entire  Agency  in  a  technical 
leadership  capacity  in  all  health  areas;  HIV/AIDS  is  one  of  its  key  foci.  Further, 
since  the  HIV/AIDS  Division  is  an  operational  unit  with  direct  programmatic  and 
project  responsibilities,  it  is  only  able  to  perform  its  essential  functions  in  strength- 
ening HIV/AIDS  programs  around  the  world  within  the  support  structure  provided 
within  the  Global  Center  for  Population,  Health  and  Nutrition.  This  would  not  be 
feasible  if  the  office  were  a  freestanding  entity,  which  would  relegate  its  function 
to  a  largely  advisory  one. 

Ms.  ft;LOSl.  I  understand  that  USAID  is  now  in  the  process  of  redesigning  the 
core  of  its  AIDS  program — the  AIDS  Technical  Support  Project.  How  is  the  redesign 
process  including  the  perspective  of  the  American  AIDS  conununity,  particularly 
community-based  organizations?  How  will  the  redesign  foster  the  exchange  of  exper- 
tise between  domestic  AIDS  groups  and  international  organizations  as  envisioned 
in  the  USAID  "Lessons  Without  Borders"  concept? 

Answer.  The  current  AIDS  Technical  Support  Project  (ATSP)  is  scheduled  to  end 
in  September  1997.  Design  of  the  follow-on  activity  is  underway  with  the  new 
Project  scheduled  to  begin  in  July  1997. 

USAID  used  an  extensive  worldwide  participation  strategy  to  soUcit  the  views  of 
a  broad  range  of  partners,  stakeholders  and  customers  from  around  the  world. 
"Town  meetings"  were  held  with  more  than  300  participants,  including  strong  rep- 
resentation from  the  U.S.  AIDS  community.  More  than  300  questionnaires  were 
sent  to  both  international  and  domestic  Non-governmentsd  organizations.  U.S.  re- 
searchers, program  managers,  advocates  and  other  leaders  with  both  domestic  and 
international  experience  have  participated  in  our  effi)rts  to  define  an  effective  HIV 
control  and  mitigation  strategy  for  developing  countries.  They  have  also  served  as 
important  conduits  through  which  international  experiences  are  being  transferred 
to  U.S.  communities  for  the  benefit  of  the  U.S.  response  to  HIV. 

The  U.S.  HIV  community,  including  both  governmental  and  non-governmental 
partners,  has  historically  provided  strong  leadership  in  global  HIV-related  efforts. 
The  involvements  of  this  community  in  the  current  design  process  has  greatly  en- 
hanced this  partnership  and  demonstrates  USAID's  commitment  to  ensure  broad 
participation  in  program  planning  and  implementation. 

Ms.  Pelosi.  Globally,  HIV  is  spreading  rapidly  among  women,  in  part  because  of 
absence  of  woman-controlled  prevention  tools.  What  progress  is  being  made  in 
USAID-supported  efforts  to  develop  a  microbicide  suitable  for  use  by  women  in  de- 
veloping nations? 

Answer.  USAID  has  funded  the  development  of  two  laboratories  capable  of 
screening  and  evaluating  possible  microbicides  for  use  by  women  in  developing 
countries  for  the  prevention  of  not  only  HIV,  but  also  other  sexually  transmitted  dis- 
eases which  facilitate  infection  of  HIV.  One  of  these  activities  has  also  developed 
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a  Women's  Health  Advocate  Working  Group  which  is  working  closely  with  rep- 
resentatives of  the  laboratories  on  all  phases  of  the  process — from  the  laboratory 
stage  to  the  testing  of  the  technical  effectiveness  and  cultural  appropriateness  of  the 
microbicides — in  order  to  help  assure  their  acceptance  by  women  in  developing  coun- 
tries. 

Ms.  Pelosi.  As  you  know,  Congress  legislated  and  passed  into  law  requirements 
for  USAID  to  monitor  all  multilateral  development  banks  for  environmental  im- 
pacts, and  to  produce  at  least  yearly  a  report  to  Congress  on  problematic  loans.  I 
understand  that  the  status  of  the  contract  for  the  one  person  at  AID  responsible 
for  carrying  out  these  duties  and  for  producing  the  report  is  currently  under  consid- 
eration. 

What  is  the  status  of  this  situation  and  if  the  contract  has  been  terminated,  how 
will  AID  meet  this  mandate? 

Answer.  USAID  takes  its  responsibility  seriously  to  review  environmental  im- 
pacts of  the  multilateral  development  bank  (MDB)  projects  and  to  keep  Congress 
fully  informed  on  the  status  of  our  efforts.  This  work  is  essential  to  USAID's  work- 
ing from  a  common  front  to  developing  countries  to  ensure  that  all  development  pro- 
grams are  environmentally  sustainable.  However,  the  magnitude  of  the  current  and 
anticipated  cuts  to  USAID's  programmatic  and  operating  expense  budgets  along 
with  the  pressure  to  cut  staff  numbers  is  staggering  and  is  forcing  countless  painful 
decisions  across  the  Agency.  USAID  has  not  decided  whether  to  continue  mnding 
for  the  Resources  Support  Service  Agreement  (RSSA)  that  provides  us  with  the  serv- 
ices of  the  environmental  advisor  who  does  this  work.  Should  we  not  be  able  to  do 
so  I  assure  you  that  USAID  will  assign  these  duties  to  another  equally  qualified  en- 
vironmental advisor. 

Ms.  PeiX)SI.  I  commend  you,  Mr.  Administrator,  for  launching  USAID's  "Gender 
Plan  of  Action"  last  month.  It  is  now  widely  accepted  in  the  development  community 
that  to  be  effective,  development  assistance  must  take  into  account  the  situation  of 
women  in  developing  and  transitional  countries — both  because  of  the  important  con- 
tribution women  make  to  national  economies  and  because  of  women's  relative  pov- 
erty. USAID's  "Gender  Plan  of  Action"  is  an  important  step  in  the  right  direction. 
Now,  implementation  is  critical. 

In  line  with  these  efforts,  then,  I  am  concerned  to  hear  that  USAID  is  planning 
to  cut  the  WID  (Women  in  Development)  Office  budget  from  its  1995  level  of  $13 
million  to  $8  million  for  1996.  This  cut  is  38%  is  a  disproportionate  and  untimely 
cut. 

What  are  USAID's  plans  for  funding  for  the  WID  Office,  and  how  do  you  expect 
to  be  able  to  implement  the  goals  of  the  1996  Gender  Plan  of  Action? 

Answer.  I  am  very  proud  of  the  leadership  that  USAID  has  taken  on  the  issue 
of  Women  in  Development,  most  recently  in  the  form  of  our  Gender  Plan  of  Action. 
We  are  committed  to  implementing  the  Plan  despite  resource  constraints  because 
we  cannot  produce  effective  development  programs  unless  we  address  gender  consid- 
eration. Some  elements  of  the  Plan,  such  as  the  WID  Fellows  Program  and  the  WID 
Performance  Fund,  require  distinct  allocation  of  funds,  and  we  will  ensure  that  such 
allocations  are  made  using  existing  resources.  Other  elements  of  the  Plan  call  for 
a  serious  review  of  changes  that  might  feasibly  be  made  in  our  systems  such  as 
those  for  personnel  evaluation  and  procurement.  These  actions  call  for  strong  com- 
mitment and  accountability.  They  will  change  the  way  we  do  business,  but  they  do 
not  require  distinct  allocation  of  fiinds. 

Like  virtually  all  USAID  operating  units,  the  Office  of  Women  in  Development 
will  suffer  budget  cuts  in  FY96.  We  anticipate  providing  the  Office  with  a  budget 
of  $8  million,  $1  million  of  which  will  be  transferred  to  the  Office  from  the  ENI  Bu- 
reau. While  these  cuts  are  unfortunate,  it  is  important  to  note  that  the  WID  Office 
is  now  well  staffed,  and  is  operating  under  a  tightly  focused  strategic  plan  with  key 
contracts  and  grants  in  place.  Thus  I  am  confident  that,  for  the  first  time  in  many 
years,  the  WID  Office  is  well  positioned  to  be  highly  effective  even  in  the  face  of 
budget  reductions. 

USAID's  Commitment  to  Small  Business 

Ms.  Pelosi.  As  you  may  know,  Mr.  Administrator,  I  routinely  ask  our  export  fi- 
nance and  multilateral  bank  representatives  what  steps  they  are  taking  to  include 
small  businesses  in  their  outreach,  contracting  and  financing  efforts. 

What  is  USAID's  commitment  to  awarding  contracts  to  small  businesses?  What 
procedures  does  USAID  have  in  place  to  award  tasks  to  small  businesses  and  to 
monitor  the  awarding  of  contracts  to  small  businesses? 

Answer.  USAID  is  committed  wholeheartedly  to  the  equitable  distribution  of 
awards  to  all  contractors,  large,  small,  as  well  as  non-profits.  At  the  beginning  of 
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each  fiscal  year  we  publish  our  proposed  procurement  plan  on  the  Internet  to  ensure 
all  potential  offerors  are  aware  of  upcoming  actions.  Contracting  Officers  review 
each  individual  procurement  to  identify  those  that  can  be  set  aside  for  the  exclusive 
participation  of  8(a)  or  small  business  contractors.  Each  proposed  procurement  is 
then  reviewed  further  by  our  Office  of  Small  Disadvantaged  Business  Utilization 
(OSDBU)  to  ensure  that  procurements  are  set  aside  appropriately  for  small  business 
and  8(a)  awards.  OSDBU  monitors  all  awards  to  small  and  small/disadvantaged 
firms. 

Awards  made  to  other  than  small  business  concerns  that  exceed  $500,000  require 
that  a  plan  for  sub-contracting  with  small  and  small/disadvantaged  businesses  be 
negotiated  which  then  becomes  a  material  part  of  the  contract.  Our  Offices  of  Pro- 
curement and  Small  Disadvantaged  Business  UtiUzation  are  working  together  to 
monitor  and  enforce  more  aggressively  these  subcontracting  plans. 

While  we  are  facing  significant  reductions  in  funding  we  intend  to  continue  the 
aggressive  monitoring  of  all  awards  to  ensure  an  equitable  distribution. 

International  Fund  for  Agricultural  Development 

Ms.  Pelosi.  The  FY  '96  bill  provided  a  transfer  authority  of  $30  million  to  contrib- 
ute to  the  Fourth  Replenishment  of  IFAD.  What  is  the  status  of  this? 

Answer.  After  consulting  with  Congress  and  carefully  considering  our  own  budg- 
etary situation,  USAID  has  decided  not  to  exercise  the  authority  Congress  has  pro- 
vided to  permit  transfer  of  FY-96  Development  Assistance  ftinds  to  the  Inter- 
national Organizations  and  Programs  Account  (lO&P)  for  IFAD.  We  are  continuing 
our  consultations  with  Congress  and  within  the  Administration  on  the  level  of  U.S. 
funding  for  IFAD's  Fourth  Replenishment.  Although  the  decision  on  the  U.S.  con- 
tribution to  IFAD's  Fourth  Replenishment  has  taken  longer  than  anticipated,  we 
hope  to  reach  closure  by  June. 

A  pledge  to  IFAD  would  create  a  multi-year  claim  against  foreign  assistance  re- 
sources. USAID  and  other  U.S.  agencies  want  to  reach  agreement  on  how  that  claim 
would  be  financed  before  committing  the  U.S.  Government  to  a  Fourth  Replenish- 
ment pledge. 

Questions  for  the  Record  Submitted  by  Representative  Torres 

International  Fund  for  Agricultural  Development 

Mr.  Torres.  Congress  has  made  funding  for  IFAD  a  priority,  both  through  legisla- 
tion as  well  as  in  the  form  of  a  letter  to  you  from  Members  of  Congress.  IFAD  is 
unique  in  that  it  is  the  only  international  agency  devoted  solely  to  combating  rural 
poverty  and  hunger,  and  it  has  used  its  resources  efficiently.  In  the  FY-96  Foreign 
Operations  Appropriations  bill,  transfer  authority  of  $30  million  was  provided  to 
contribute  to  the  Fourth  Replenishment  of  IFAD.  What  is  the  status  of  this  transfer 
to  IFAD? 

Answer.  We  agree  that  IFAD  is  efficiently  run.  We  support  it.  However,  after  con- 
sulting with  Congress  and  carefully  considering  our  own  budgetary  situation, 
USAID  has  decided  not  to  exercise  the  authority  Congress  has  provided  to  permit 
transfer  of  FY-96  Development  Assistance  funds  to  the  International  Organizations 
and  Programs  Account  (lO&P)  for  IFAD.  We  are  continuing  our  consultations  with 
Congress  and  within  the  Administration  on  the  level  of  U.S.  funding  for  IFAD's 
Fourth  Replenishment.  Although  the  decision  on  the  U.S.  contribution  to  IFAD's 
Fourth  Replenishment  has  taken  longer  than  anticipated,  we  hope  to  reach  closure 
by  June. 

A  pledge  to  IFAD  would  create  a  multi-year  claim  against  foreign  assistance  re- 
sources. USAID  and  other  U.S.  agencies  want  to  agree  on  how  that  claim  would  be 
financed  before  committing  the  U.S.  Government  to  a  Fourth  Replenishment  pledge. 

Mr.  Torres.  For  the  last  IV2  years,  the  U.S.  has  been  the  only  country  that  has 
not  announced  its  pledge  to  the  Fourth  Replenishment  of  IFAD  of  $600  million  of 
which  the  U.S.  share  would  be  a  maximum  of  $92  million  or  15%.  When  can  we 
expect  a  firm  U.S.  commitment  to  this  organization  at  a  level  high  enough  to  fulfill 
the  Replenishment  agreement?  What  will  be  the  allocation  for  IFAD  in  FY  1996  and 
FY  1997? 

Answer.  While  a  final  decision  has  not  been  made  on  a  specific  U.S.  pledge  level 
to  the  Fourth  Replenishment,  it  is  clear  that  the  level  will  be  substantially  less  than 
the  $92  million  IFAD  has  requested.  After  consulting  with  Congress  and  considering 
our  budget  situation,  USAID  has  decided  not  to  allocate  funds  to  IFAD  for  FY-96. 
Funding  for  IFAD  in  future  years  is  under  discussion  as  part  of  the  overall  decision 
on  the  U.S.  pledge.  We  hope  to  reach  closure  on  the  U.S.  pledge  amount  by  June. 
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After  the  United  States  announces  a  pledge,  developed  country  (OECD)  members 
of  IFAD  will  decide  whether  they  can  fulfill  the  current  replenishment  agreement. 
Under  this  agreement,  OECD  countries  as  a  group  agreed  to  a  total  target  contribu- 
tion of  $420  million.  Among  OECD  countries,  only  Canada  has  confirmed  a  pledge 
in  writing.  Other  OECD  countries  have  indicated  that  they  will  not  make  firm 
pledges  until  the  United  States  has  made  its  intentions  clear. 


Tuesday,  April  30,  1996. 

PRESIDENT'S  FISCAL  YEAR  1997  BUDGET  REQUEST  FOR 
SECURITY  ASSISTANCE 

witnesses 

lynn  davis,  under  secretary  of  state  for  arms  control  and 

international  security  affairs 
walt  slocombe,  under  secretary  of  defense  for  policy 

Chairman's  Opening  Statement 

Mr.  Callahan.  I  would  like  to  thank  you.  Secretary  Davis.  Sec- 
retary Slocombe  is  supposed  to  join  us  also,  but  evidently  he  is  tied 
up.  Thank  you  for  your  cooperation  in  scheduling  this  hearing. 

As  everyone  knows,  the  subcommittee  has  been  working  very 
hard  to  finish  up  our  1997  hearings  as  soon  as  possible  so  we  can 
proceed  with  our  markup  in  the  next  couple  of  weeks. 

Normally,  I  would  tell  you  that  it  is  an  honor  and  pleasure  for 
you  to  be  our  last  witness,  but  I  know  these  hearings  are  rarely 
a  pleasure  for  you.  So  let's  just  say  that  it  will  be  a  pleasure  for 
us  since  this  is  our  last  scheduled  meeting  for  the  1997  budget. 

Before  you  get  started,  I  would  like  to  focus  on  three  important 
issues.  First,  I  would  like  to  revisit  an  issue  we  talked  about  last 
year,  and  that  is  the  budgetary  impact  on  the  Middle  East  and  our 
overall  foreign  operations  budget.  It  is  no  secret  that  the  Budget 
Committee  is  looking  to  reduce  this  year's  foreign  operations  budg- 
et probably  by  more  than  $1  billion  below  the  President's  1997  re- 
quest. 

Balancing  the  budget  affects  every  account,  and  foreign  policy 
and  foreign  aid  are  no  exceptions.  This  reality,  however,  is  creating 
a  very  difficult  problem  for  us.  Aid  to  the  Middle  East,  particularly 
Israel,  Egypt,  and  Jordan,  is  growing  even  as  the  rest  of  the  budget 
is  decreasing.  The  Middle  East  is  now  approaching  50  percent  of 
our  overall  budget  for  foreign  operations.  I  don't  think  this  trend 
can  continue.  If  it  does,  I  think  our  bill  will  seriously  be  out  of  bal- 
ance. 

While  we  are  not  likely  to  change  this  equation  too  very  much 
this  year,  I  think  that  all  of  us — Democrats  and  Republicans,  the 
Congress,  and  the  White  House,  along  with  our  colleagues  and 
friends  in  Israel — must  put  our  heads  together  and  figure  a  way  to 
free  up  Middle  East  resources  without  harming  the  peace  process. 

This  leads  me  to  my  second  point.  At  various  times  some  Mem- 
bers of  Congress  have  argued  that  we  should  cut  military  assist- 
ance so  we  can  provide  more  economic  aid  to  the  world's  needy  peo- 
ple. It  is  worth  pointing  out  that  after  the  Middle  East  is  sub- 
tracted from  our  $3.1  billion  military  assistance  budget,  the 
amount  of  discretionary  grant  military  aid  left  over  for  the  rest  of 
the  world  is  $70  million. 
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Much  is  made  of  the  fact  that  foreign  aid  is  only  1  percent  of  the 
Federal  budget  while  non-Middle  East  grant  military  aid  is  only 
.006  percent  of  the  Federal  budget.  I  think  this  is  about  as  bare 
bones  a  program  as  we  will  have  in  our  bill.  Fortunately,  you  are 
doing  a  good  job  of  managing  what  we  do  have  available,  particu- 
larly in  assisting  those  nations  in  Central  Europe  which  were  for- 
merly communist. 

Finally,  I  would  like  to  comment  regarding  the  authorization  lan- 
guage in  the  security  assistance  provision  of  our  appropriations 
bill.  It  is  no  secret  that  I  do  not  want  authorization  language  in 
our  bill.  This  is  not  our  job.  It  is  the  job  of  Chairman  Oilman  and 
the  authorizers. 

Two  weeks  ago  the  House  passed  Chairman  Oilman's  bill  which 
significantly  improves  and  updates  the  administration's  manage- 
ment of  military  assistance.  I  hope  that  the  administration  will 
strongly  support  Mr.  Oilman's  and  Mr.  Hamilton's  legislation.  It  in- 
cludes a  half  a  dozen  provisions  from  our  fiscal  year  1996  Public 
Law,  and  I  would  like  to  see  them  permanently  removed  from  this 
year's  foreign  operations  bill. 

Furthermore,  I  do  not  want  to  undermine  the  authorization  proc- 
ess in  any  way.  I  think  that  the  administration  should  recognize 
the  fact  that  this  committee  in  the  last  17,  18  months  has  tried  to 
do  what  we  think  is  constitutionally  correct,  and  that  is  to  provide 
the  administration  with  as  much  latitude  as  it  possibly  can. 

We  are  appropriators,  we  appropriate  money,  and  we  don't  want 
to  tell  the  administration  how  every  nickel  and  dime  is  to  be  spent. 
We  want  to  give  you  the  latitude  to  do  that.  We  don't  want  to  run 
the  State  Department.  We  think  there  are  plenty  of  professional 
people  there  to  do  that,  and  I  would  encourage  the  administration 
to  look  at  Ben  Oilman's  authorization  language  to  preclude  us  the 
necessity  of  getting  involved  in  any  t3rpe  of  contentious  type  legisla- 
tion that  might  tie  up  our  bill. 

Mr.  Wilson  is  not  here  yet,  but  Mr.  Slocombe,  welcome.  Miss 
Davis,  if  you  will  start  at  this  point. 

Ms.  Davis.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Callahan.  Ron,  do  you  have  an  opening  statement? 

Mr.  Packard's  Opening  Statement 

Mr.  Packard.  I  don't  have  a  formal  opening  statement.  I  was 
going  to  comment  with  respect  to  what  you  mentioned,  that  over 
the  years  we  cannot  continue  to  downsize  the  foreign  assistance 
budget  without  it  affecting  the  significant  segments  of  that  budget 
that  go  to  Israel  and  Egypt. 

I  know  there  are  concerns  about  that,  but  it  would  be  my  hope, 
and  I  hope  I  reflect  the  rest  of  the  committee  members'  hopes,  that 
as  the  peace  agreements  and  talks  proceed  and  continue  to  move 
toward  a  more  peaceful  circumstance  in  the  Middle  East,  that  it 
would  be  much  like  our  defense  budget  in  terms  of  the  Cold  War 
and  what  happened  to  our  defense  budget  after  the  Cold  War.  Re- 
publicans and  Democrats  alike  agreed  that  we  could  reduce  our  de- 
fense budget  when  things  improved  globally,  and  I  would  hope  that 
we  would  be  able  to  find  justification  to  reduce  the  overall  foreign 
assistance  budget  and  that  it  would  include  our  efforts  and  our 
commitments  to  the  Middle  East.  There  would  then  be  less  of  a 
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need  in  the  future,  hopefully  because  of  the  success  that  we  are 
having  at  the  peace  table,  less  of  a  need  for  keeping  the  level  of 
spending  at  the  same  as  it  has  been  for  many,  many  years. 

I  think,  when  I  came  to  Congress,  less  than  a  third  of  our  foreign 
assistance  budget  went  to  the  Middle  East.  We  have  not  decreased 
the  dollar  amount,  to  my  knowledge,  from  year  to  year,  but  now 
because  of  decreasing  the  total  package,  about  half  of  our  total  for- 
eign assistance  budget  is  going  to  the  Middle  East.  So  if  we  are 
going  to  continue  to  downsize  over  the  next  6  years,  to  reach  a  bal- 
anced budget,  I  don't  think  we  can  avoid  addressing  the  distribu- 
tion to  the  Middle  East  versus  the  rest  of  the  world.  I  would  hope 
that  you  at  the  State  Department  would  look  for  ways  to  make  that 
an  equitable  transition  and  a  fair  and  just  transition  because  the 
needs  are  decreasing  there.  That  is  the  point  I  specifically  wanted 
to  make:  that  our  peace  process,  if  it  really  works,  should  decrease 
the  need  for  foreign  assistance  to  the  Middle  East. 

Mr.  Callahan.  Hopefully  so.  That  is  our  purpose. 

Mr.  Packard.  Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Ms.  Davis. 

Ms.  Davis'  Opening  Statement 

Ms.  Davis.  Thank  you,  Mr.  Chairman.  I  am  pleased  to  be  here 
again  and  to  have  the  chance  to  discuss  our  fiscal  year  1997  budget 
request.  I  have  a  longer  statement  that  I  would  ask  be  put  into  the 
record  and  I  will  describe  the  highlights  of  our  request. 

First,  let  me  thank  you  for  working  over  the  past  year  so  closely 
and  in  a  truly  bipartisan  way  with  the  administration  to  support 
our  foreign  operations.  Your  approval  last  month  of  the  $198  mil- 
lion supplemental  package  for  Bosnia  is  critical  to  locking  in  the 
Dayton  peace  accords,  and  gives  us  the  opportunity  to  demonstrate 
U.S.  leadership  as  well  as  leverage  funds  from  other  international 
donors. 

Similarly,  we  appreciate  the  $50  million  emergency  supplemental 
you  provided  for  antiterrorism  assistance  to  Israel  and  the  $70  mil- 
lion supplemental  for  Jordan.  These  monies  will  further  our  efforts 
in  pursuit  of  peace  in  the  Middle  East. 

Our  request  for  the  Middle  East,  Mr.  Chairman,  as  you  have 
noted,  in  the  coming  year  mirrors  historical  funding  levels  for  both 
Israel  ($3  billion)  and  for  Egypt  ($2,115  biUion).  I  appreciate  that 
you  and  your  colleagues  have  expressed  concern  that  the  proportion 
of  money  we  give  to  these  two  key  countries  is  increasing  as  our 
overall  budget  declines.  I  share  your  concern  as  other  important 
programs  are  being  reduced. 

Nevertheless,  at  this  critical  moment  in  the  Middle  East  peace 
process,  it  is  imperative  that  we  continue  to  support  those  taking 
the  considerable  risks  for  peace.  The  recent  terrorist  bombings  in 
Israel,  the  attacks  on  foreigners  in  Cairo,  the  violence  between  the 
Hezbollah  and  Israeli  forces  in  Lebanon  all  give  added  urgency  to 
redoubling  our  efforts  for  peace  and  to  ensure  that  the  hope  for 
peace  is  not  lost  at  this  critical  moment. 

If  we  are  to  achieve  a  just,  lasting,  and  comprehensive  peace  in 
the  Middle  East,  we  cannot  now  entertain  the  idea  of  reducing 
these  critical  programs. 
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One  vital  element  in  our  strategy  for  peace  is  Jordan,  strategi- 
cally positioned,  both  politically  and  geographically,  and  a  country 
that  has  taken  bold  steps  by  embracing  peace  with  Israel.  Our  as- 
sistance to  Jordan  demonstrates  U.S.  Support  for  its  efforts  and 
moderation. 

We  are  requesting  $30  million  in  foreign  military  financing  and 
$10  million  in  economic  support  funds  for  Jordan.  At  the  same 
time,  Mr.  Chairman,  let  me  add  my  apology  for  our  handling  of  the 
recent  announcement  of  the  leases  of  the  F-16  aircraft  to  Jordan. 
We  will  make  every  effort  to  consult  with  you  on  such  matters  in 
the  future. 

Let  me  turn  to  Europe,  where  we  continue  to  have  vital  economic 
and  security  ties.  Since  the  breakup  of  the  Soviet  Union,  we  have 
designed  complementary  economic  and  security  programs  to  pro- 
mote democracy  throughout  Europe  while  maintaining  NATO's  via- 
bility. 

For  fiscal  year  1997,  we  seek  to  continue  funding  for  the  Partner- 
ship For  Peace  at  $60  million  and  provide  $7.8  million  in  FMF  loan 
subsidies  for  Central  Europe,  or  nearly  $73  million  in  loans.  These 
loans  will  enable  countries  to  purchase  hardware  and  equipment 
essential  to  their  ability  to  operate  with  NATO  forces  in  the  future. 

We  are  also  planning  to  continue  our  support  for  two  key  NATO 
allies,  in  recognition  of  their  importance  in  maintaining  stability  in 
a  part  of  the  world  critical  to  United  States  interests,  Greece  and 
Turkey,  and  we  will  be  requesting — or  we  are  requesting  $32  mil- 
lion for  the  subsidy  costs  of  a  total  of  $297  million  worth  of  FMF 
loans  to  support  sustainment  of  U.S.  origin  equipment  in  these  two 
countries. 

Mr.  Chairman,  you  urged  us  last  year  to  examine  the  military 
support  program  for  Turkey  but  added  in  your  report  that  you 
would  entertain  future  sustainment  requests.  We  believe  very  good 
reasons  exist  for  us  to  continue  to  provide  such  sustainment  sup- 
port. 

Much  of  Turkey's  equipment,  especially  for  its  ground  forces,  con- 
sists of  older,  excess  defense  items  whose  maintenance  require- 
ments are  extremely  heavy  and  expensive.  Our  fiscal  year  1997  re- 
quest for  Turkey  will  fund  maintenance  and  purchase  of  spare 
parts  for  equipment  that  we  have  earlier  provided,  including  for 
tracked  and  wheeled  vehicles,  aircraft,  and  frigates. 

We  are  also  requesting  $60  million  in  grant  ESF  to  help  Turkey 
address  the  longer-term  structural  reforms  necessary  to  sustain 
growth,  ease  Turkey's  entry  into  the  European  Customs  Union,  and 
help  offset  the  economic  costs  of  Turkey's  continuing  efforts  to  en- 
force U.N.  sanctions  against  Iraq. 

And,  we  request  $1.5  million  IMET  funding  to  provide  Turkish 
military  personnel  with  the  training  needed  to  improve  their  ability 
to  operate  with  U.S.  and  NATO  forces.  It  serves  to  improve  the  pro- 
fessionalism of  future  leaders  and  introduces  them  to  U.S.  concepts 
of  the  proper  role  of  the  military  in  a  democratic  society. 

Mr.  Chairman,  another  critical  element  of  U.S.  security  assist- 
ance is  the  voluntary  peacekeeping  account,  which  provides  the 
flexibility  to  support  multilateral  peace  operations,  sanctions  en- 
forcement, and  peacekeeping  activities  other  than  those  sponsored 
by  the  U.N.,  and  with  often  much  lower  assessed  contributions  for 
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the  United  States.  So  in  fiscal  year  1997,  we  are  requesting  $70 
million  to  support  long-term  efforts  in  the  Sinai  and  in  Europe 
under  the  OSCE,  as  well  as  future  contingencies  in  Africa,  Europe, 
Latin  America,  and  the  Caribbean. 

Our  foreign  operations  budget  also  funds  the  demining  programs, 
with  our  request  for  the  coming  year  of  $6  million  to  continue  these 
programs  in  Africa,  Cambodia,  Latin  America,  and  Afghanistan.  In 
addition,  we  have  identified  $5  million  in  seed  funds  for  demining 
in  Bosnia.  The  Departments  of  State  and  Defense  have  worked 
closely  to  design  and  equip  demining  training  programs  that  de- 
velop indigenous  capabilities  to  deal  with  uncleared  land  mines. 

IMET  is  also  a  long-term  key  investment  in  U.S.  security. 
Through  IMET  training,  we  expose  foreigri  military  and  civilian  of- 
ficials to  U.S.  military  procedures  and  principles  and  cultivate  pat- 
terns of  cooperation.  Our  fiscal  year  1997  request  of  $45  million 
will  continue  IMET  programs  around  the  world,  including  those  29 
new  programs  that  have  been  established  in  Central  Europe,  the 
Baltics,  and  the  newly  independent  states  of  the  former  Soviet 
Union. 

Mr.  Chairman,  the  United  States  also  provides,  on  a  limited 
basis,  support  for  countries  in  transition  where  democracy  is  at 
stake.  In  both  Cambodia  and  in  Haiti,  we  have  taken  a  stand  and 
invested  significant  resources  to  restore  and  stabilize  democracy. 
Both  of  these  countries  are  geopolitically  important  to  the  United 
States,  and  although  we  have  reduced  our  level  of  funding,  we  be- 
lieve further  assistance  is  needed.  We  are  requesting  some  $80  mil- 
lion for  ESF  for  Haiti  in  fiscal  year  1997  and  $35  million  for  Cam- 
bodia. We  hope  that  by  fiscal  year  1998  both  of  these  countries  will 
have  graduated  from  our  ESF  program  to  development  assistance. 

Elsewhere,  our  programs  have  helped  nations  emerge  from  the 
devastation  of  internal  conflicts.  In  El  Salvador,  for  example,  our 
efforts  are  contributing  to  the  building  of  free  markets,  the  protec- 
tion of  civil  and  human  rights,  and  sustainable  economic  develop- 
ment. I  am  pleased  to  say  that  our  programs  are  phasing  down, 
and  we  expect  fiscal  year  1997  to  be  the  last  year  for  ESF  in  El 
Salvador. 

Finally,  Mr.  Chairman,  I  would  like  to  turn  to  our  efforts  to  com- 
bat the  threat  posed  by  the  spread  of  nuclear  weapons  and  other 
dangerous  weapons  and  technology.  The  American  people  under- 
stand that  their  very  security  is  threatened  if  we  do  not  act  now. 

We  have  just  returned  from  a  successful  summit  in  Moscow, 
where  the  Russians  committed  to  cooperate  with  the  G-7  countries 
on  a  number  of  critical  steps  to  prevent  nuclear  smuggling  and  in- 
crease the  safety  of  nuclear  reactors.  In  support  of  our  overall  non- 
proliferation  goals,  we  are  requesting  in  the  coming  year  $20  mil- 
lion for  the  Nonproliferation  and  Disarmament  Fund,  $36  million 
for  the  International  Agency  for  Atomic  Energy,  $15  million  for  re- 
gional science  centers,  and  $20  million  for  the  Defense  Enterprise 
Fund. 

We  are  also  requesting  $25  million  for  KEDO.  As  our  contribu- 
tion to  implementing  the  agreed  framework  which  has  frozen  the 
North  Korea  nuclear  program. 

To  conclude,  Mr.  Chairman,  and  there  are  many  more  details 
that  I  could  have  presented,  to  make  a  very  strong  case  for  each 


146 

of  these  programs,  let  me  emphasize  that  all  of  these  programs 
contribute,  either  directly  or  indirectly,  to  the  security  of  the  Amer- 
ican people.  We  have  responded  to  the  call  to  reduce  government 
spending,  scrutinizing  each  of  our  programs  in  the  budget  process, 
reducing  and  eliminating  where  necessary.  What  we  are  requesting 
for  the  coming  year  is  reasonable  and  responsible,  and  will  help  en- 
sure the  future  security  of  our  Nation.  Thank  you  very  much. 

Mr.  Callahan.  Thank  you. 

[The  information  follows:] 
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Introduction 

Thank  you,  Mr.  Chainnan.  I  am  pleased  to  testify  in  support  of  the  Administration's 
FY  1997  budget  request  for  foreign  operations. 

As  the  dawn  of  a  new  century  approaches,  the  United  States  finds  itself  at  a 
crossroads  ~  in  a  situation  similar  to,  but  in  many  ways  more  complex  than,  the  one  it 
faced  at  the  end  of  World  War  II.  One  path  leads  to  continued  strong  American 
leadership  in  international  affairs  and  enhanced  U.S.  national  seciuity.  Another  leads  to 
retreat  and  increasing  vulnerability  to  international  events  over  which  we  have  declining 
control  and  influence.  Following  World  War  II,  America  chose  a  path  of  engagement, 
which  made  possible  the  construction  of  a  more  secure,  democratic,  and  prosperous 
world.  Standing  on  its  principles  and  learning  from  past  mistakes,  America  prevailed  in 
the  face  of  the  formidable  communist  threat.  To  meet  the  challenges  of  the  next  century 
and  to  build  an  even  safer  world  for  our  children,  we  must  plot  a  similar  course  marked 
by  vision  and  steadfastness  of  purpose. 

Just  as  strong  American  leadership  was  critical  to  global  peace,  stability,  and 
economic  progress  in  the  twentieth  century,  it  will  remain  so  in  the  twenty-first.  In  this 
era  of  new  challenges  and  opportunities,  our  security  and  economic  well-being  will 
depend  on  global  events  and  trends  which  we  can  choose  to  lead  or  follow.  If  we  fail  to 
exercise  our  leadership  now  in  meeting  the  new  dangers  of  the  post-Cold  War  world,  we 
may  pay  an  enormous  price  later. 

In  recent  years,  American  leadership  has  spurred  major  successes  in  places  such  as 
the  new  independent  states  of  the  former  Soviet  Union,  the  Middle  East,  Bosnia,  Haiti, 
and  South  Africa.  It  has  worked  to  strengthen  democracy,  reduce  the  risk  of  nuclear 
proliferation,  expand  world  trading  opportunities  and  prosperity,  and  counter  the  threats 
of  environmental  degradation,  drug  trafficking,  and  terrorism.  Modest  investments  have 
reaped  enormous  benefits,  forestalling  the  need  to  spend  much  greater  sums  or  to  put  our 
armed  forces  at  risk  to  respond  to  international  crises. 

As  in  the  past,  our  ability  to  lead  will  depend  heavily  on  our  ability  to  devote  the 
resources  necessary  to  pursue  and  protect  American  national  interests  abroad.  This  task 
will  not  be  easy,  in  light  of  budget  constraints  and  our  commitment  to  balance  the  federal 
budget.  We  will  continue  to  do  our  part  in  streamlining  foreign  affairs  operations  and  in 
organizing  ourselves  to  do  our  job  most  efficiently.  However,  we  must  not  sacrifice 
national  security  ~  broadly  defmed  to  include  oiu"  diplomatic  efforts  ~  in  the  process. 

With  the  end  of  the  Cold  War,  we  have  an  unprecedented  opportunity  to  build  and 
strengthen  a  world  of  free  societies  and  open  markets  —  an  environment  in  which 
American  ideals,  values,  and  economic  prosperity  can  thrive.  Yet  we  face  serious  threats 
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that  can  cross  any  border:  proliferation  of  weapons  of  mass  destruction,  large-scale 
migrations,  terrorism,  and  conflicts  among  ethnic,  national,  religious  or  tribal  groups  that 
undermine  regional  stability,  impede  democratic  reform  and  stifle  economic  growth.  We 
do  not  intend  to  confront  these  challenges  alone  —  our  friends  and  allies  must  do  their 
part.  But  we  must  do  ours  as  well.  That  is  why  we  must  have  the  necessary  resources  to 
remain  engaged. 

Despite  the  multiple  challenges  our  nation  faces,  the  Administration's  FY  1997 
budget  request  for  International  Affairs  is  the  lowest  in  many  years.  As  depicted  at 
Chart  1,  the  Administration  seeks  $19.2  billion,  10  percent  below  last  year's  request.  The 
foreign  operations  component  of  this  request  totals  $12.8  billion,  a  reduction  of  $1.9 
billion  from  last  year's  request  level  and  less  than  0.8  percent  of  the  total  federal  budget. 
This  austere  request  for  the  foreign  affairs  agencies  and  their  programs  represents  the 
minimum  necessary  to  conduct  a  foreign  policy  that  protects  the  United  States  and 
maintains  strong  American  leadership. 

Further  reductions  to  this  already  dangerously  low  base  will  inevitably  compromise 
U.S.  national  security.  Such  reductions  will  cripple,  perhaps  irreparably,  our  prestige, 
credibility,  and  influence,  jeopardizing  important  political,  security,  and  economic 
interests.  Conversely,  support  from  you,  Mr.  Chairman,  and  members  of  this  committee 
for  this  foreign  operations  budget  will  enhance  U.S.  national  security  and  economic 
prosperity.  We  should  not  delude  ourselves  that  America  and  the  world  community  will 
not  continue  to  face  crises  and  challenges;  it  would  be  a  tragic  mistake  to  enter  the 
millermium  imprepared  and  unwilling  to  protect  our  nation's  vital  interests. 

Last  month  Secretary  Christopher  appeared  before  this  Committee  to  discuss  all  the 
International  Affairs  programs  under  the  Committee's  jurisdiction.  He  addressed  how  our 
foreign  operations  budget  request  will  help  to  meet  three  sets  of  challenges  for  this  year 
and  beyond: 

♦  Pursuing  peace  and  stability  in  regions  of  vital  interest; 

♦  Confronting  transnational  security  threats;  and 

♦  Promoting  open  markets  and  prosperity. 


Today,  I  will  address  programs  which  respond  to  two  of  these  challenges:  Pursuing 
peace  and  stability  in  regions  of  vital  interest  and  confronting  transnational  security 
threats.  First,  let  me  discuss  key  regions  where  we  are  piu^suing  peace.  In  each,  our 
assistance  not  only  builds  security  but  leverages  support  from  our  friends  and  allies  for 
our  common  goals. 
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Pursuing  Peace  and  Stability  in  Regions  of  Vital  Interest 

Ensuring  the  security  of  our  nation  remains  our  principal  obligation.  Today's 
uncertain  environment  still  presents  a  variety  of  threats  to  our  security  including: 

♦  Efforts  by  rogue  regimes  to  build  or  acquire  weapons  of  mass  destruction  and  other 
dangerous  arms; 

♦  Attempts  by  regional  forces  hostile  to  U.S.  interests  to  dominate  their  respective 
regions  through  aggression,  intimidation  or  terror;  and 

♦  Internal  conflicts  among  ethnic,  national,  religious  or  tribal  groups  that  undermine 
regional  stability,  impede  democratic  reform,  stifle  economic  growth  and  create  major 
humanitarian  tragedies  and  refugee  flows. 

American  military  power  serves  as  the  principal  means  by  which  we  protect  our 
interests  against  these  threats.  At  the  same  time,  however,  in  order  to  avoid  the  costs  of 
armed  conflict  and  preserve  international  peace  and  stability,  we  seek  to  prevent  conflict 
through  intensive  diplomacy,  multilateral  peace  operation  efforts  and  strengthening  of  our 
alliances  and  coalition  partners.  This  budget  funds  these  important  efforts. 

Middle  East  Peace 

Securing  a  just,  lasting,  and  comprehensive  peace  in  the  Middle  East  is  a  cornerstone 
of  United  States  foreign  policy.  Peace  in  the  Middle  East  was  once  just  a  vision  for 
optimists  ~  now  we  have  the  promise  of  an  historic  comprehensive  peace.  The 
agreements  achieved  over  the  last  two  years  between  Israel  and  Jordan  and  between  Israel 
and  the  Palestinians,  coupled  with  the  ensuing  expansion  of  political  and  economic 
contacts  and  the  long-standing  peace  between  Israel  and  Egypt,  form  the  building  blocks 
of  a  comprehensive  settlement  of  the  Arab-Israeli  conflict. 


FY  97  Request  for  Assistance  for  the  Middle  East 

(dollars  in  millions) 


Israel 

1,800.000 

1,200.000 

3.000.000 

Egypt 

1,300.000 

815.000 

2,115.000 

Jordan 

30.000 

10.000 

40.000 

West  Bank-Gaza 

75.000 

75.000 

Other  ME 

17.400 

17.400 

Total 

3,130.000 

2,117.400 

5,247.400 
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Israel  and  Egypt 

Our  request  of  $5.25  billion  in  support  of  Middle  East  peace  is  the  largest  element  of 
our  foreign  operations  budget.  This  request  includes  levels  of  economic  and  military 
support  for  Israel  and  Egypt  to  meet  their  legitimate  security  needs  and  to  promote 
continued  economic  reform  and  broad-based  economic  growth.  This  assistance 
strengthens  a  free  and  democratic  Israel  and  facilitates  peace  negotiations  and  stability  in 
the  region.  U.S.  assistance  to  Egypt  reinforces  its  moderating  influence  in  the  region  and 
helps  it  play  a  critical  role  in  the  negotiations  process. 

Our  military  assistance  (FMF)  program  will  allow  Israel  to  continue  cash-flow 
fimding  and  provide  follow-on  support  for  major  multi-year  procurement  programs,  such 
as  the  advanced  long-ranged  F-15I  fighter  aircraft,  SAAR  corvettes,  and  continued 
upgrades  of  Israel's  Apache  and  Blackhawk  helicopters.  Our  proposed  economic 
assistance  program  (ESF)  will  promote  fmancial  stability  and  structural  adjustments 
needed  for  rapid  and  sustainable  growth. 

However,  the  terrible  bloodshed  in  Lebanon,  the  horrifying  bombings  in  Israel,  and 
the  attack  in  Cairo  make  us  painfully  aware  how  fragile  the  march  towards  peace  remains. 
I  want  to  thank  the  Committee  for  supporting  our  request  to  provide  $50  million  in  FY  96 
supplemental  fimds  to  Israel  to  assist  them  in  thwarting  further  terrorists  attacks.  The 
U.S.  has  continually  reaflOrmed  its  leading  role  for  peace  in  the  Middle  East.  Secretary 
Christopher  continues  his  efforts  to  broker  a  cease-fire  in  Lebanon.  In  addition,  the 
Secretary  remains  committed  to  securing  a  just,  long-term  and  comprehensive  peace  in 
the  Middle  East.  Last  month,  the  Simmiit  of  Peacemakers  in  Egypt,  led  by  President 
Clinton,  brought  together  29  world  leaders  to  dramatically  demonstrate  that  the  region 
stands  with  us  against  terrorism. 

Our  assistance  to  Egypt  reinforces  its  moderating  influence  in  the  region  and 
encourages  its  continued  participation  and  leadership  in  the  Middle  East  Peace  Process. 
Given  its  key  role  in  the  Peace  Process  and  in  regional  politics  more  generally,  the  United 
States  has  a  strong  interest  in  maintaining  its  long-established  bilateral  security 
relationship,  and  in  supporting  Egypt's  critical  political  and  military  role  as  a  moderating 
force  in  the  region.  Our  assistance  also  serves  U.S.  strategic  interests  by  providing  the 
United  States  with  a  capable  ally  that  can  operate  effectively  with  U.S.  forces  should  the 
need  arise,  as  Egypt's  valuable  participation  as  a  coalition  partner  the  Gulf  War  clearly 
demonstrated. 

Our  FY  97  FMF  program  will  allow  Egypt  to  continue  five  major  programs  ~  armor 
modernization,  F-16  and  Apache  aircraft  purchases.  Hawk  modernization,  and  frigate 
procurements.  Funding  will  also  allow  for  upgrading  of  secondary  systems  and 
increasing  concentration  on  interoperability  and  sustainment  of  U.S. -origin  equipment. 
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Our  FY  97  ESF  program  will  advance  Egypt's  vital  economic  reform  efforts.  In 
return  for  specific  reforms  in  the  fmancial,  fiscal,  trade  and  private  enterprise  sectors,  we 
will  provide  cash  transfers  to  improve  macroeconomic  performance.  We  will  also 
increase  private  investment  and  trade  through  support  for  small  and  micro-economic 
enterprise  development  and  greater  privatization  efforts.  USAID  will  also  administer 
projects  designed  to  increase  productivity  and  income  in  the  agriculture  sector  as  well  as 
strengthen  democratic  institutions,  protect  the  environment,  and  stabilize  population 
growth. 


Jordan 

Strategically  positioned,  both  politically  and  geographically,  Jordan  has  consistently 
been  a  positive  force  in  the  Middle  East  peace  process.  King  Hussein's  bold  and 
courageous  decision  for  peace  with  Israel  was  an  important  step  toward  a  comprehensive 
peace  in  the  region.  U.S.  assistance  to  Jordan  supports  a  stable  and  moderate  government 
committed  to  democratization  and  a  peaceful  solution  to  the  region's  problems. 

At  this  critical  stage  of  the  Middle  East  peace  process,  U.S.  military  assistance 
enhances  Jordan's  important  role  in  contributing  to  the  peace  and  security  of  this  still 
volatile  region,  and  supports  Jordan  as  it  pursues  new  areas  of  strategic  and  economic 
cooperation  with  Israel  and  enforces  UN  sanctions  against  Iraq.  Our  $30  million  FMF 
request,  in  addition  to  the  $70  million  supplemental,  will  be  used  to  support  the  lease  of  a 
squadron  of  F-16  aircraft  to  the  Government  of  Jordan.  These  aircraft,  along  vsdth  the 
$100  million  drawdown  in  this  year's  Foreign  Operations  Appropriations  Act,  will  assist 
in  sustaining  Jordan's  strategic  and  security  position  in  the  region  and  reinforce  its  critical 
role  in  the  peace  process. 

Our  $10  million  ESF  request  for  Jordan  is  aimed  at  eliminating  two  threats  to 
Jordan's  economic  growth:  a  major  financing  gap  resulting  from  inadequate  foreign 
exchange;  and  an  increasingly  serious  water  shortage.  USAID  has  focused  its  efforts  on 
increasing  Jordan's  foreign  exchange  earnings  through  expanding  Jordan's  international 
visitor  industry,  since  tourism  is  Jordan's  largest  foreign  exchange  earner  and  the 
potential  for  growth  in  this  sector  has  increased  dramatically  with  the  signing  of  the  1994 
peace  treaty  with  Israel.  USAID  is  also  working  on  feasibility  studies  and  infrastructure 
pilot  projects  involving  the  private  sector  to  allow  upgrades  for  more  water  supply  and 
sewage  systems. 
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West  Bank  and  Gaza 

The  West  Bank  and  Gaza  strip,  with  a  total  population  of  2.5  million,  is  undergoing 
major  change  as  Israel  and  the  Palestinians  implement  the  Interim  Agreement  of 
September  1995.  The  United  States  is  fully  conunitted  to  supporting  the  peace  process  as 
the  parties  implement  the  Interim  Agreement  and  move  toward  permanent  status 
negotiations,  which  are  to  begin  May  4,  1996.  A  stable  economy  is  the  best  underpinning 
for  the  success  of  new  political  structures.  It  is  vital  that  the  Palestinians  in  the  West 
Bank  and  Gaza  realize  tangible  benefits  from  the  new  political  realities  made  possible  by 
the  Interim  Agreement  and  other  Israel-PLO  implementing  accords.  Economic  stability, 
in  the  long  term,  is  the  best  guarantee  for  viability  of  the  new  Palestinian  entity  in  the 
West  Bank  and  Gaza  Strip. 

Our  $75  million  ESF  request  will  address  urgent  economic  needis  focusing  on  making 
a  contribution  to  immediate  and  visible  improvements  in  the  standard  of  living  by 
stressing  economic  development  based  on  private  sector  activity  and  regional  economic 
cooperation.  Assistance  programs  will  focus  on  enhanced  income  opportunities, 
improving  the  quality  and  sustainable  use  of  water  resoiu"ces,  and  on  promoting  sustained 
production  of  goods  and  services  by  Palestinian  producers. 

Mr.  Chairman,  the  Middle  East  Peace  process  is  at  a  crucial  point.  Through  our 
diplomatic  engagement  and  fmancial  assistance,  we  must  maintain  the  conditions 
necessary  for  a  comprehensive  Arab-Israeli  peace,  including  implementation  of  existing 
peace  agreements  between  Israel  and  her  neighbors  and  conclusion  of  new  ones. 
$5  billion  is  a  significant  amount  of  money.  However,  I  believe,  Mr.  Chairman,  that  it  is 
money  well  spent.  Oiu*  stake  in  promoting  peace  in  the  Middle  East  is  enormous;  the 
consequences  of  renewed  conflict  would  be  dire  for  U.S.  interests.  Without  these 
resources  we  put  at  risk  the  overall  peace  process. 


Building  a  New  European  Security  Structure 

America's  vital  security  and  economic  interests  are  inextricably  tied  to  Europe,  as 
evidenced  by  massive  U.S.  engagement  in  two  world  wars  and  the  Cold  War,  and  the 
continued  U.S.  leadership  role  in  NATO.  The  end  of  the  Cold  War  has  brought  new 
opportunities  to  Europe,  but  also  new  challenges.  At  last,  the  United  States  and  its 
partners  can  complete  the  task  of  building  a  free,  democratic,  and  imdivided  Europe, 
integrating  Central  Europe  and  the  Baltic  States  into  the  Western  economic  and  security 
system.  At  the  same  time,  however,  the  removal  of  superpower  rivalry  has  permitted  the 
resurgence  of  new  threats  to  peace,  often  based  on  ethnic  conflict.  Bosnia,  above  all. 


154 


represents  a  challenge  that  must  be  mastered  in  order  to  establish  a  stable,  democratic, 
prosperous  Central  Europe.  Other  potential  flash  points,  such  as  the  delicate  Greece/ 
Turkey/Cyprus  relationship,  also  require  special  attention. 

U.S.  security  policy  in  Europe  rests  upon  the  cornerstones  of  NATO;  the 
Organization  for  Security  and  Cooperation  in  Europe  (OSCE);  cooperation  with  Russia; 
and  European  integration.  The  point  of  departure  has  been  and  will  remain  the 
preservation  of  U.S.  leadership  in  a  robust  Atlantic  Alliance.  The  United  States  has  led  in 
adapting  NATO  to  the  changed  security  environment  and  will  keep  the  Alliance  central  in 
the  overall  approach.  The  three  most  important  ongoing  tasks  affecting  NATO  are:  1)  to 
maintain  momentum  toward  gradual,  transparent  enlargement  of  the  Alliance;  2)  to 
solidify  a  cooperative  relationship  between  NATO  and  Russia;  and  3)  to  enhance  the 
Partnership  for  Peace  (PFP)  program,  integrating  PFP  members  into  the  work  of  the 
Alliance. 

The  potentially  volatile  situation  in  Europe's  southeastern  comer  requires  particular 
care.  The  U.S.  is  committed  to  advancing  the  negotiating  process  on  Cyprus,  reducing 
and  ultimately  eliminating  tensions  between  Turkey  and  Greece,  and  strengthening 
Turkey's  place  in  the  Western  economic  and  security  system.  Failure  here  could  unravel 
all  our  other  European  security  efforts.  As  a  result,  the  United  States  gives  high  priority 
not  only  to  bilateral  relations  with  these  countries,  but  also  to  promoting  ties  between  this 
region  and  Western  Europe. 

The  Balkan  crisis  presents  a  human  rights  tragedy  and  a  barrier  to  achieving  a  stable 
and  secure  Europe.  The  needs  and  opportunities  for  Balkan  reconstruction  pose  a  special 
challenge.  Although  other  nations  will  assume  most  of  the  financial  burden,  the  U.S. 
share  remains  substantial.  Having  brought  about  peace  in  the  Balkans,  the  United  States 
must  also  lend  its  resources  to  the  critical  task  of  restoring  this  region  so  that  it  can 
rebuild  it  communities,  pursue  economic  and  political  development,  and  join  the  Western 
commimity  of  nations. 

Mr.  Chairman,  Secretary  Christopher  and  I  thank  you  and  the  members  of  the 
Committee  for  working  with  the  Congress  to  enact  the  $198  million  Bosnia  supplemental 
last  month.  U.S.  leadership  in  brokering  the  Dayton  Agreement  and  the  NATO-led 
Implementation  Force  (IFOR)  presence  in  Bosnia  now  affords  an  opportunity  for  the 
Europeans  and  the  international  donor  community  to  further  anchor  peace  by  accelerating 
the  transition  fi-om  mostly  humanitarian  assistance  to  alleviate  immediate  suffering  to 
activities  which  will  bring  more  long-term  political,  economic,  and  social  benefits  to  this 
war-ravaged  country.  These  supplemental  fimds,  which  will  leverage  many  times  that 
much  fi-om  other  donors,  will  allow  us  to  begin  Bosnian  reconstruction  without  adversely 
affecting  other  important  assistance  programs  already  underway  throughout  Central 
Europe. 
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For  FY  97,  we  are  requesting  $230  million  in  military  and  economic  assistance 
to  support  our  security  objectives  in  Europe.  Together  with  our  requested  economic 
assistance  program  for  Central  Europe  and  the  Baltic  States  ($475  million)  and 
NIS  ($640  million)  these  funds  will  help  to  build  a  stable,  free,  undivided,  integrated  and 
democratic  Europe. 


FY  97  Budget  Request 


Building  a  New  European  Security  Structure 

(dollars  in  millions) 


FiMF/DoD 

ESF 

Total 

CE  Defense  Loans  /a 

7.840 

7.840 

Cyprus 

15.000 

15.000 

Greece  /a 

13.242 

13.242 

PFP/b 

100.000 

-       100.000 

Turkey  /a 

18.918 

60.000 

78.918 

IMET 

14.950 

Total /c 

140.000 

75.000 

229.950 

/a  Loan  amounts:  CE  -  $72,528;  Greece  -  $122,500;  Turkey  -  $175,000 

/b  PFP  -  $60,000  from  Function  150;  $40,000  from  Function  050 

/c  Does  not  include  $19,600  in  ESF  for  the  International  Fund  for  Ireland 


Partnership  For  Peace 

PFP  is  a  U.S.  initiative  launched  by  NATO  in  January  1994  to  promote  stability  and 
security  throughout  Europe.  It  comprises  a  broad  program  of  activities  designed  to 
strengthen  practical  cooperation  between  NATO  and  27  PFP  states  in  Central  Europe  and 
the  NIS.  PFP's  principal  objective  is  to  establish  strong  security  ties  between  NATO  and 
all  PFP  Partners,  and  to  prepare  those  Partners  interested  in  joining  NATO  for  the 
obligations  of  membership. 

By  forging  close  cooperative  ties  between  NATO  and  its  new  Partners  in  Central 
Europe  and  the  NIS,  PFP  will  help  erase  Cold  War  lines  of  confrontation  and  bring 
former  adversaries  into  a  community  of  shared  values,  principles  and  interests.  This 
transformation  of  NATO's  relations  with  Partners  will  help  provide  a  secure  and  stable 
environment  conducive  to  increased  trade,  development  and  market-based  reforms. 

The  Alliance  is  integrating  Partners  into  NATO  defense  planning  and  joint  exercises 
and  is  giving  high  priority  to  improving  the  compatibility  and  interoperability  of  Partners 
with  NATO  forces.  However,  Partner  nations  —  while  generally  committed  to  making 
their  forces  capable  of  cooperating  with  NATO,  currently  lack  the  necessary  resources  to 
imdertake  improvements  in  logistics,  equipment,  and  training.  In  FY  95,  $30  million  of 
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DoD  funds  provided  bilateral  assistance  to  help  Partner  countries  participate  in  PFP 
exercises  and  other  activities.  This  year  we  are  providing  $100  million  ($60  million  in 
foreign  operations  funds  and  $40  million  in  DoD  funds)  for  programs  which  directly 
support  ~  through  training  and  transfers  of  equipment  ~  the  participation  of  our  Partners 
in  various  PFP  activities,  which  aim  to  improve  their  capabilities  for  peace  operations, 
search  and  rescue,  humanitarian  assistance  operations,  and  other  joint  operations  that  may 
be  agreed  to  in  the  future. 

FY  96  funds  have  already  been  targeted  for  programs  such  as  the  Regional  Airspace 
hiitiative  which  will  provide  NATO-compatible  air  traffic  control  systems  in  selected 
countries,  English  language  training,  search  and  rescue  equipment,  communication  and 
command  and  control  systems,  and  transportation  and  logistical  support  for  participation 
in  PFP  exercises.  PFP  joint  peace  operation  exercises  have  already  helped  prepare  some 
Partners  for  participation  in  future  NATO-led  peacekeeping  operations.  Forces  from 
several  Partner  countries,  including  the  Czech  Republic,  the  Baltic  States,  Himgary, 
Poland,  Romania,  Slovakia,  Russia  and  Ukraine,  are  working  alongside  NATO  forces  in 
the  IFOR  in  Bosnia. 

Oiu-  FY  97  request  of  $60  million,  coupled  with  DoD's  $40  million,  will  continue  to 
support  Partner  participation  in  PFP  by  relieving  some  of  the  logistical  and  resource 
deficiencies,  equipment  obsolescence,  and  operational  shortcomings  which  have 
hampered  such  participation.  By  developing  the  capacity  of  Partners  to  contribute  to 
actual  operations,  PFP  will  reduce  demands  on  Allied  forces  and  resoiu-ces.  U.S.  bilateral 
support  for  PFP  programs  will  enhance  Partners'  capacity  for  joint  efforts  and  burden- 
sharing.  Similarly,  PFP  assistance  will  help  ensure  that  Partners  seeking  to  join  NATO 
are  ready  to  share  all  military,  political,  and  economic  burdens  of  NATO  membership 
when  the  Alliance  decides  to  admit  new  members. 


Central  Europe  Defense  Loans 

In  the  interest  of  contributing  to  the  stability  of  Europe,  the  United  States  has  a  clear 
and  compelling  interest  in  nurturing  expanded  defense  cooperation  with  the  friendly, 
democratic  states  of  Central  Europe  and  the  Baltics.  Our  FY  97  request  of  $7.8  million 
in  FMF  loan  subsidies  will  provide  approximately  $73  million  in  market  rate  loans.  This 
program  will  enable  us  to  maximize  our  ability  to  assist  the  region,  in  light  of  limited 
grant  resources,  by  encouraging  creditworthy  countries  with  growing  economies  to  use 
national  funds  to  meet  their  defense  sustaimnent/modemization  needs.  This  request  is 
separate  and  distinct  from  our  PFP  program  ~  a  program  which  encompasses  all  PFP 
Partners,  including  the  NIS.  The  Central  Europe  loan  program,  in  contrast  to  PFP,  will 
address  deeper  infrastructxire  deficiencies  which  serve  the  goal  of  improved  compatibility 
with  NATO. 
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This  program  will  enhance  the  defensive  military  capabilities  of  Central  Em^ope  and 
Baltic  states  by  assisting  them  in  acquiring  defense  equipment  and  training  such  as: 
NATO-compatible  airfield  navigation  aids;  computers  for  Defense  Ministries,  individual 
soldier  equipment  for  peacekeeping  or  rapid  deployment  units;  transportation  equipment, 
including  vehicles  and  aircraft,;  ground-based  radar  upgrades;  search-and-rescue 
equipment;  communications  modernization;  and  airfield  radars,  navigational  aids,  and 
airfield  landing  systems. 

Additionally,  by  focusing  on  qualitative  improvements  in  defense  infi-astructure,  this 
program  will  allow  some  of  the  oversized,  Soviet-equipped  militaries  to  continue 
downsizing  and  restructuring  their  forces  while  maintaining  essential  defensive 
capability.  The  program  will  support  the  trend  in  the  region  towards  supporting  smaller, 
more  capable,  and  more  professional  militaries. 


Key  NATO  Allies 

We  are  also  plaiming  to  continue  our  support  for  two  key  NATO  allies  in  recognition 
of  their  importance  in  maintaining  stability  in  a  region  that  is  critical  to  U.S.  interests. 
Our  FY  97  request  of  $32  million  for  the  subsidy  cost  of  a  total  of  $297  million  in  FMF 
loans  for  Greece  and  Turkey  will  support  sustainment  of  U.S. -origin  equipment.  We  are 
also  requesting  $60  million  in  ESF  to  assist  Turkey  address  long-term  structural  reforms 
necessary  to  sustain  growth,  to  ease  the  transition  resulting  firom  Turkish  membership  in 
the  EU  Customs  Union,  and  to  help  offset  the  economic  costs  associated  with 
enforcement  of  UN  sanctions  against  Iraq. 

It  would  be  hard  to  overstate  the  importance  of  Turkey  as  a  U.S.  ally.  It  is  at  the 
crossroads  of  almost  every  issue  of  importance  to  the  United  States  on  the  Eurasian 
continent,  including  NATO,  the  Balkans,  Cyprus,  Iraq  sanctions,  Russia's  relations  with 
the  NIS,  Middle  East  peace,  narcotics  trafBcking,  and  transit  routes  for  Central  Asian  oil 
and  gas.  The  Administration  continues  to  stress  to  Turkish  o£Qcials  the  necessity  of 
improving  its  human  rights  record  and  strengthening  its  democracy.  We  are  working  with 
our  European  Allies  at  every  opportunity  to  urge  Turkey  to  continue  the  reforms  it  began 
last  simimer  and  fall. 

Turkey's  new  Prime  Minister,  Mesut  Yilmaz,  has  indicated  Tiu^key's  willingness  to: 

1)  engage  in  discussions  to  begin  the  process  of  a  peaceful  settlement  with  Greece; 

2)  start  working  to  solve  the  Kurdish  situation  by  a  peacefiil,  rather  than  military,  means; 
and  3)  open  a  border  gate  with  Armenia  if  Turkey  sees  clear  signs  of  progress  toward  a 
peace  settlement  between  Armenia  and  Azerbaijan  in  their  five-year  war  over  the 
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Nagorno-Karabakh  enclave.  We  are  pleased  by  the  new  government's  commitment  to 
resolving  these  problems  and  we  will  work  closely  with  them  to  implement  these  policies, 
especially  the  new  approach  to  the  southeast. 


Peacekeeping  Operations  (PKO) 

While  the  bulk  of  funding  for  multilateral  peacekeeping  operations  goes  to  the  United 
Nations,  it  is  sometimes  in  the  U.S.  interest  to  support,  on  a  voluntary  basis, 
peacekeeping  activities  that  are  not  UN  mandated  and/or  are  not  funded  by  UN 
assessments.  This  account  has  a  demonstrated  capacity,  under  appropriate  circumstances, 
to  separate  adversaries,  maintain  cease  fires,  facilitate  delivery  of  humanitarian  relief, 
allow  repatriation  of  refugees  and  displaced  persons,  demobilize  combatants  and  create 
conditions  under  which  political  reconciliation  may  occur  and  democratic  elections  held. 
This  account  provides  the  flexibility  to  pro-actively  support  conflict  prevention  and 
resolution,  multilateral  peace  operations,  sanctions  enforcement,  and  similar  efforts 
outside  assessed  UN  peacekeeping  operations.  The  costs  to  the  United  States  of  such 
voluntary  operations  are  often  much  lower  than  in  UN-assessed  operations. 

For  FY  97,  we  are  requesting  $70  million  for  volimtary  peacekeeping  activities.  In 
addition  to  supporting  long-term,  non-assessed  commitments,  such  as  the  Multinational 
Force  of  Observers  (MFO)  in  the  Sinai  and  the  Organization  for  Security  and 
Cooperation  in  Europe  (OSCE),  this  fimding  will  be  used  to  promote  regional 
involvement  in  the  resolution  of  neighboring  conflicts.  This  request  also  addresses 
potential  operations  in  Europe,  Latin  America  and  the  Caribbean,  and  Africa.  Finally, 
PKO  funds  will  be  used  to  support  monitoring  and  enforcement  of  possible  sanction 
activities  around  the  world. 


Demining 

Mr.  Chairman,  one  of  the  most  important  initiatives  of  this  Administration  has  been 
to  undertake  a  comprehensive  strategy  aimed  at  preventing  the  spread  of  anti-personnel 
landmines,  imdertaking  to  help  countries  remove  these  from  their  lands,  reducing  reliance 
on  types  of  landmines  which  cause  the  most  civilian  casualties,  strengthening 
international  treaties  which  restrict  the  use  of  anti-personnel  landmines,  and  leading  a 
multilateral  effort  to  establish  a  landnune  control  program. 

With  some  100  million  uncleared  landmines  world-wide,  including  as  many  as  10 
million  each  in  Afghanistan,  Cambodia,  and  Angola,  clearly  landmines  represents  a  major 
challenge  requiring  long-term  solutions.  Over  the  past  three  years,  we  have  worked 
together  with  DoD  to  design  programs  wherein  FMF  funds  for  demining  are  used 
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primarily  to  provide  equipment  to  complement  comprehensive  demining  training 
programs  funded  by  DoD  humanitarian  assistance  funds.  Together  these  resources  have 
begun  the  development  of  indigenous  capabilities  in  mine-inflicted  countries  to  deal  with 
uncleared  landmines. 

Our  FMF  request  of  $6  million  will  support  demining  programs  around  the  world. 
We  will  build  upon  and  continue  programs  in  Angola,  Cambodia,  Eritrea,  Ethiopia, 
Mozambique,  Namibia,  Rwanda,  and  Latin  America,  as  well  as  the  UN  Office  for  the 
Coordination  of  Humanitarian  Assistance  to  Afghanistan,  to  assist  with  their  mine 
clearance/mine  awareness  programs. 


International  Military  Education  and  Training  (IMET) 

IMET  is  an  instrument  of  national  security  and  foreign  policy  —  a  key  component  of 
U.S.  assistance  that  provides  U.S.  training  on  a  grant  basis  to  students  from  allied  and 
friendly  nations.  IMET  is  an  investment  in  ideas  and  people  which  has  an  overall 
positive  impact  on  the  numerous  people  trained  imder  the  program.  It  is  a  program  that, 
for  a  relatively  modest  investment,  present  democratic  alternatives  to  key  foreign  military 
and  civilian  leaders.  My  DoD  colleagues  frequently  cite  this  program  as  the  best  return 
dollar-for-doUar  on  investment  diat  we  make. 

From  a  military  perspective,  the  principal  value  of  IMET  is  to  enhance  the  military 
efficiency  and  effectiveness  of  participating  nations.  Professional  military  competence  is 
improved  at  all  levels,  thereby  promoting  self-sufficiency  as  well  as  fiimishing  many 
skills  essential  to  nation  building.  This,  in  turn,  provides  a  wide  range  of  benefits  to  the 
United  States  in  terms  of  collective  security,  stability,  and  peace.  As  foreign  militaries 
improve  their  knowledge  of  U.S.  military  principles,  military  cooperation  is  strengthened. 
IMET  fosters  important  military  linkages  throu^out  the  world  that  are  essential  to 
preserving  the  security  of  U.S.  friends  and  allies,  as  well  as  for  advancing  the  global 
security  of  the  United  States. 

For  FY  97,  we  are  requesting  $45  million  which  will  enable  the  United  States  to 
advance  foreign  policy  interests  in  29  new  programs  instituted  since  1991,  primarily  in 
Central  Europe,  the  Baltics,  and  the  NIS.  It  will  also  provide  important  fimding  for 
programs  in  Near  East  and  South  Asia,  Latin  America  and  the  Caribbean,  Africa,  and 
East  Asia  and  the  Pacific  ~  regions  that  suffered  disproportionate  cuts  in  FY  1994  when 
the  program  was  cut  50  percent  from  our  request  level. 
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Support  for  Counties  in  Transition 

The  United  States  has  a  strong  stake  in  strengthening  democratic  development 
globally.  The  intensity  of  U.S.  engagement  will  vary.  In  countries  such  as  Haiti  and 
Cambodia,  where  the  United  States  has  invested  significant  resources  and  taken 
international  leadership  to  stop  collapse  and  crisis  inimical  to  U.S.  interests,  funds  will 
support  programs  to  sustain  democratic  transitions,  witfi  a  high  level  of  engagement.  In 
these  and  other  coimtries  in  transition,  assistance  programs  will  address  a  full  range  of 
problems  through  an  integrated  strategy,  including  balance  of  payments  and  other 
economic  support  measures  designed  to  create  employment  and  conditions  conducive  to 
international  investment  and  trade,  and  dirough  support  for  programs  that  nurture  the 
formal  institutions  of  democracy  and  the  organizations  of  a  vital  civil  society.  Funding  is 
also  provided  for  a  small  of  amoimt  of  militaiy  assistance,  and  for  programs  to  enhance 
the  administration  of  justice,  including  assistance  to  police  through  fbe  International 
Criminal  Investigative  Training  Assistance  Program  (ICFTAP)  administered  by  the  U.S. 
Department  of  Justice. 


FY  97  Budget  Request  —  Support  for  Countries  in  Transition 
(dollars  in  millions) 


Angola 

10.000 

10.000 

Cambodia 

1.000 

35.000 

36.000 

Haiti 

80.000 

80.000 

Afiica  Regional 

10.000 

10.000 

East  Afiica  Defense  Asst. 

6.000 

6.000 

Asia  Regional 

12.000 

12.000 

Latin  American  &  Caribbean 

2.000 

25.000 

27.000 

AOJ/ICITAP 

10.000 

10.000 

ME  Regional 

1.400 

1.400 

Total 

9.000 

183.400 

192.400 

For  FY  97,  we  are  requesting  $80  million  to  consolidate  Haiti's  transition  from 
military  to  civilian  rule  by  assisting  in  the  creation  a  civilian  police  diat  includes  a  coast 
guard,  and  an  independent  judiciary;  secure  the  transition  from  military  rule  to  a 
democratic,  representative  government;  foster  more  effective  and  responsive  democratic 
institutions;  facilitate  increased  private  sector  employment;  and  promote  sound 
environmental  resource  management  and  sustainable  economic  growth.  This  is  a  sound 
investment  to  address  a  difficult  situation  that  in  years  past  cast  tens  of  thousands  of 
refugees  on  America's  shores  which  cost  die  American  public  $1  million  a  day. 
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Cambodia  is  another  country  making  the  difficult  transition  to  democracy  following 
decades  of  conflict.  U.S.  interests  in  Cambodia  are  fundamental  ~  to  preserve  hard-won 
democratic  gains  in  the  former  "killing  fields"  and  prevent  the  return  to  power  of  the 
Khmer  Rouge.  The  peacefiil  status  of  the  country  and  the  strength  of  the  government  are 
fragile.  Cambodia  now  has  a  coalition  government  that  is  struggling  to  build  a 
democratic  culture  in  the  face  of  enormous  challenges,  including  the  weakening  but 
ongoing  threat  posed  by  the  Khmer  Rouge  insurgency.  Our  $35  million  ESF  request  will 
enable  the  United  States  to  provide  technical  assistance  to  the  National  Assembly,  courts, 
public  interest  groups,  and  indigenous  human  rights  groups.  The  $1  million  in  military 
assistance  supports  ongoing  efforts  to  develop  a  Royal  Cambodian  Armed  Forces 
engineers  capability  to  build  and  improve  civil  infrastructure.  The  funds  will  be  used  to 
provide  training  and  sustainment  to  maintain  over  40  pieces  of  engineering  equipment 
already  granted  to  Cambodia  as  DoD  excess  defense  articles. 

We  are  also  seeking  $76  million  in  military  and  economic  assistance  fimds  to 
advance  important  democratic  gains  in  Latin  America,  Africa,  the  Middle  East,  and  Asia. 
We  request  for: 

♦  Latin  America  and  the  Caribbean,  $37  million  for  programs  to  promote  and  strengthen 
democratic  institutions,  local  government,  police  training,  administration  of  justice, 
and  the  Regional  Security  System  in  the  Caribbean; 

♦  Africa,  $26  million  for  programs  to  support  free  elections,  respect  for  the  rule  of  law, 
enhancing  government  accoimtability,  and  support  for  Ethiopia,  Eritrea,  and  Uganda 
to  defend  against  Sudanese-sponsored  aggression  in  the  region; 

♦  East  Asia,  $12  million  for  programs  to  reinforce  pluralistic  civil  societies  and 
accoimtable  governments  and  private-sector  led  market  economies;  and 

♦  Middle  East,  $1.4  million  to  support  governance  and  basic  human  rights  on  a  regional 
basis  through  programs  managed  by  local  and  U.S.  NGOs  in  countries  of  the  region 
currently  receiving  little  or  no  Peace-Process-related  assistance. 


Confronting  Transnational  Security  Threats 

With  the  dissolution  of  the  Soviet  Union,  the  proliferation  of  weapons  of  mass 
destruction  now  poses  the  gravest  threat  to  the  security  of  the  United  States  and  our  allies. 
Preventing  the  spread  of  these  and  other  dangerous  weapons  is  a  top  priority  of  this 
Administration.  Before  this  Committee  last  month.  Secretary  Christopher  identified 
nonproliferation  as  one  of  his  important  foreign  policy  opportunities. 


162 


15 


FY  97  Budget  Request  —  Nonproliferation 
(dollars  in  millions) 


lO&P 

NDF 

MS 

Total 

NDF 

20.000 

20.000 

Science  Centers  /a 

15.000 

15.000 

IAEA 

36.000 

36.000 

KEDO 

25.000 

25.000 

Defense  Enterprise  Fund 

20.000 

20.000 

Total 

61.000 

20.000 

35.000 

116.000 

/a  For  FY  97,  we  anticipate  providing  between  $10-$1S  millioii. 


To  help  us  achieve  our  overall  nonproliferation  objectives,  we  are  requesting 
$116  million  in  FY  97.  Through  the  Nonproliferation  and  Disarmament  Fimd  (NDF),  we 
will  undertake  a  variety  of  bilateral  assistance  programs,  including  export  control 
assistance.  Under  the  International  Organizations  and  Programs  (lO&P)  account,  we  will 
contribute  to  the  International  Atomic  Energy  Agency  (IAEA)  and  support  the  Korean 
Energy  Development  Organization  (KEDO).  Under  die  FREEDOM  Support  Act,  we  are 
also  seeking  funding  for  the  International  Science  Center  in  Russia,  the  Science  and 
Technology  Center  in  Ukraine,  and  the  Defense  Enterprise  Fund  (DEF). 


The  Nonproliferation  and  Disarmament  Fund 

The  NDF  provides  resources  to  fiirtfier  flie  nonproliferation  objectives  as  outlined  in 
the  FREEDOM  Support  Act  of  1992  by  supporting  bilateral  and  multilateral 
nonproliferation  disarmament  efforts.  Beginning  in  1994,  the  NDF  funded  numerous 
projects  for  dismantling  and  destroying  existing  conventional  weapons  and  weapons  of 
mass  destruction  and  their  delivery  systems;  and  for  strengthening  international 
safeguards,  export  control,  and  nuclear  smuggling  efforts.  NDF  projects  include: 

«    Procurement  of  highly  enriched  uranium  stocks  from  Kazakstan; 

♦  destruction  of  Hungarian  SCUD  missiles; 

«    destruction  of  South  Africa's  Category  I  missile  production  infi°astructure; 
«    support  for  international  efforts  to  clear  landmines  in  Bosnia; 

♦  conversion  of  Russian  plutonium  production  reactors  to  a  power  only  mode  of 
operation; 

«    procurement  of  verification  equipment  for  Ae  IAEA; 

♦  support  for  destruction  of  weapons  stockpiles  in  die  Middle  East; 
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♦  export  licensing  and  enforcement  assistance  to  Poland  and  the  Baltic  states; 

♦  export  control  training  for  the  Central  Asian  and  Caucasus  republics  of  the  former 
Soviet  Union;  and 

♦  deployment  of  seismic  arrays  in  support  of  the  Comprehensive  Test  Ban  Treaty. 

To  date,  NDF  has  considered  44  project  proposals  with  an  estimated  cost  of  $80 
million  and  approved  30  projects  totaling  over  $24  million.  Initially,  the  NDF 
emphasized  destruction  of  weapons  and  safeguarding  their  proliferation.  For  FY  96,  we 
have  consolidated  funding  for  all  export  control  activities  into  the  NDF  budget  ~  a 
program  previously  funded  by  the  DoD  Cooperative  Threat  Reduction  or  "Nunn-Lugar" 
program  —  so  as  to  provide  better  coordination  and  give  us  the  flexibility  to  allocate 
resources  to  the  countries  most  in  need  of  our  help.  Under  the  NDF,  export  control 
cooperation  will  continue  to  be  an  interagency  process  that  involves  State,  Commerce, 
U.S.  Customs,  DoD,  and  DOE,  in  developing  and  implementing  worldwide  USG  export 
control  activities.  Approximately  $18  million  worth  of  proposals  are  currently  under 
development  to  support  this  mission.  Our  FY  97  request  for  $20  million  will  continue  to 
focus  on  nonproliferation  of  weapons  of  mass  destruction,  export  control  assistance,  and 
combating  nuclear  smuggling. 


IAEA  Voluntary  Contribution 

For  the  United  States  the  most  critical  function  of  the  IAEA  is  the  application  of 
safeguards  to  nuclear  activities  to  deter,  through  timely  detection,  the  diversion  of 
material  and  equipment  for  nuclear  weapons  piuposes.  Actual  application  of  safeguards 
is  conducted  on  the  basis  of  agreements  concluded  between  the  Agency  and  a  member 
state.  Safeguards  establish  the  critical  arms  control  precedent  of  voluntary  verification  of 
compliance  with  nonproliferation  obligations,  including  on-site  inspection,  by  a  sovereign 
state. 

For  FY  97,  we  are  requesting  a  $36  million  voluntary  contribution  to  the  IAEA 
within  the  lO&P  account  to  support  safeguards  and  non-safeguards  related  technical 
assistance.  Safeguards  are  the  principal  but  not  exclusive  U.S.  concern  with  the  IAEA. 
Another  fundamental  premise  of  U.S.  nuclear  nonproliferation  policy,  also  embodied  in 
the  Treaty  on  the  Nonproliferation  of  Nuclear  Weapons  ~  which  was  extended 
indefinitely  in  May  1995  ~  is  the  commitment  to  facilitate  the  exchange  of  equipment, 
materials,  and  scientific  and  technological  information  for  the  peaceful  uses  of  nuclear 
energy.  A  significant  portion  of  the  U.S.  voluntary  contribution  to  the  IAEA  is  used  to 
fulfill  this  obligation.  Because  the  vast  majority  of  IAEA  member  states  consider  this 
objective  of  paramount  importance,  continued  U.S.  support  for  technical  cooperation  is 
crucial  to  maintain  support  for  a  strong  safeguards  system. 
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Korean  Peninsula  Energy  Development  Organization 

KEDO  is  the  international  consortium  established  to  implement  the  Agreed 
Framework  between  the  United  States  and  the  Democratic  People's  Republic  of  Korea 
(DPRK)  signed  on  October  21,  1994.  The  Agreed  Framework  addresses  U.S.  and 
international  concerns  about  the  DPRK's  nuclear  weqrans  program  and,  if  implemented, 
will  ultimately  lead  to  the  complete  dismantlement  of  Nordi  Korea's  nuclear  weapons 
capability.  KEDO's  central  task  is  to  manage  the  financing  and  construction  of  the  light- 
water  reactor  (LWR)  projects  in  North  Korea,  to  provide  heavy  oil  to  the  DPRK,  and  to 
implement  other  aspects  of  the  Agreed  Framework.  The  U.S.  role  in  fliis  consortium  will 
be  to  organize  and  lead  KEDO  and,  widi  the  help  of  die  Republic  of  South  Korea  (ROK) 
and  Japan,  support  the  consortium  in  fulfilling  its  tasks. 

Our  FY  97  request  for  $25  million  within  die  lO&P  account  forTCEDO  is  essential  to 
fmance  KEDO's  administrative  expenses  and  projects,  particularly  the  provision  of  heavy 
oil  to  the  DPRK.  Although  the  majority  of  support  for  the  LWR  project,  KEDO 
administrative  expenses,  and  heavy  fiiel  oil  deliveries  will  come  from  cash  and  in-kind 
contributions  from  other  KEDO  members,  especially  the  ROK  and  Japan,  the  U.S. 
contribution  is  necessary  to  demonstrate  U.S.  leadership  and  to  supplement  and  leverage 
contributions  from  other  countries.  Without  the  fimding,  KEDO  will  not  be  able  to 
operate  or  carry  out  it  objectives,  thereby  weakening  the  credibility  of  U.S.  leadership, 
jeopardizing  the  implementation  of  the  Agreed  Framework,  and  contributing  to  rising 
security  tensions  on  the  Korean  peninsula.  Full  fimding  of  this  request  is  the  best  way  to 
promote  U.S.  objectives  for  peace,  security,  and  nuclear  nonproliferation  in  Northeast 
Asia. 


International  Science  and  Technology  Centers 

The  International  Science  and  Technology  Center  (ISTC)  in  Moscow,  operational 
since  1994,  and  the  Science  and  Technology  Center  in  Ukraine  (SYCU),  which  began 
to  fimd  scientific  research  in  early  1996,  help  to  counter  the  weapons  expertise 
proliferation  threat  by  putting  former  Soviet  weapons  scientist  to  woric  on  civilian 
projects.  These  projects  benefit  all  Science  Center  members  and  partners,  including  —  in 
many  instances  ~  U.S.  universities,  national  laboratories  and  U.S.  corporations,  which 
participate  as  imfimded  partners.  This  program  also  seeks:  1)  to  encourage  the  transition 
to  market-based  economies;  2)  to  help  find  solutions  to  nationally-  and  internationally- 
recognized  problems,  such  as  nuclear  safety,  energy  production,  and  environmental 
protection;  and  3)  to  integrate  NIS  scientists  and  engineers  into  die  international 
community.  The  European  Union  and  Japan  also  provide  voluntary  contributions  to  the 
ISTC,  and  Sweden  and  Canada  contribute  to  the  STCU.  Procedures  have  recendy  been 
implemented  to  allow  other  governments,  inter-govemmental  organizations,  and  NGOs 
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(including  the  private  sector)  to  participate  in  Science  Center  activities.  To  date,  the 
ISTC  has  fiinded  202  projects  in  Russia,  Kazakstan,  Georgia,  Belarus,  and  Armenia,  with 
the  participation  of  nearly  1 1,500  scientists  and  engineers,  the  majority  of  whom  have 
expertise  on  weapons  of  mass  destruction  or  their  delivery  systems. 

For  FY  97,  we  anticipate  providing  up  to  $15  million  under  the  FREEDOM  Support 
Act  to  continue  these  NIS  institutes,  which  aim  to  prevent  individuals  that  are  of  highest 
proliferation  concern  —  those  with  expertise  in  nuclear,  chemical,  or  biological  weapons, 
and  delivery  systems  for  weapons  of  mass  destruction  ~  from  emigrating  to  other 
countries  which  are  trying  to  develop  weapons  of  mass  destruction. 


Defense  Enterprise  Fund 

The  Defense  Enterprise  Fund  (DEF),  initially  authorized  by  Congress  and  established 
with  a  grant  from  the  DoD  Cooperative  Threat  Reduction  (Nuim-Lugar)  program,  was 
incorporated  as  a  not-for-profit  corporation  in  March  1994.  Like  other  enterprise  fimds, 
the  DEF's  intent  is  to  assist  the  NIS  in  the  development  of  successfiil  private  sector 
entities  which  contribute  to  a  stable  market  economy.  The  DEF,  however,  focuses  on  the 
privatization  of  weapons  of  mass  destruction  (WMD)-related  defense  industries  and 
conversion  of  WMD-related  military  technologies  and  capabilities  into  civilian  activities. 
It  provides  both  equity  investments  and  loans  to  qualified  joint  venture  initiatives  which 
include  personnel  and/or  facilities  currently  or  formerly  involved  in  research, 
development,  production  or  operation,  and  support  of  the  former  Soviet  Union  WMD- 
related  defense  sector.  The  DEF  encourages  private  sector  participation  in  the  ownership 
and  management  of  the  entities  in  which  the  DEF  invests,  and  only  makes  investments 
involving  enterprises  committed  to  privatization. 

Responsibility  for  funding  the  DEF  has  shifted  from  DoD  to  State  in  FY  1997.  For 
FY  97,  we  are  requesting  $20  million  under  the  FREEDOM  Support  Act.  These  fimds 
will  continue  to  support  joint  ventures  specifically  for  the  conversion  of  WMD-related 
defense  industries  of  the  NIS.  The  DEF  is  progressing  to  self-sustainability;  additional 
U.S.-fimded  capitalization  beyond  FY  97  is  not  anticipated. 

Mr.  Chairman,  these  nonproliferation  programs  are  critical  for  the  secxxrity  of 
American.  They  are  also  extremely  cost  effective.  Very  small  investments  now  in 
helping  other  countries  to  prevent  diversions  of  sensitive  materials  and  technologies  will 
help  avoid  much  larger  costs  in  the  fiiture,  if  dangerous  weapons  proliferate  around  the 
world. 
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Conclusion 

Let  me  conclude  by  returning  to  the  central  point  of  my  presentation:  the  funding 
that  we  are  requesting  directly  increases  the  security  of  Americans  and  advances  our 
direct  interest  in  a  stable,  peaceful  and  prosperous  international  system.  We  undertake 
these  programs  to  achieve  specific  objectives,  each  of  which  can  be  measured  in  terms  of 
their  successes,  and  each  of  which  makes  the  world  and  America  safer.  U.S.  security 
depends  on  promoting  peace  in  the  Middle  East,  building  a  new  security  order  in  Europe, 
preventing  the  spread  of  nuclear  weapons,  and  helping  countries  emerging  fi'om 
dictatorship  or  misrule  make  the  transition  to  democracy. 

Foreign  assistance  is  an  essential  tool  to  pursue  American  interests  abroad  and  our 
security  at  ho.:ne.  Without  adequate  funding,  strong  American  leadership  in  tfie  world 
and  our  looking  after  our  vital  interests  will  be  imperiled.  The  support  of  this  Conmiittee 
is  essential  to  achieving  those  goals  and  we  are  ready  to  work  closely  with  the  Committee 
and  staff  to  fully  address  any  concerns  and  questions  diat  you  and  they  may  have. 

Mr.  Chairman,  1  wish  to  thank  the  members  of  die  Committee  for  dieir  attention,  and 
would  be  pleased  now  to  answer  any  questions  you  may  have. 
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FY  1997  INTERNATIONAL  AFFAIRS  (FUNCTION  150)  BUDGET  REQUEST 

(ACCOUNTS  BY  APPROPRIATIONS  SUBCOMMITTEE) 


(Budget  Authority -$  MaUoos) 


lipTAL  FUNCTION  ISO  (IJlSCSlETiONAR\0 


FYWJS 
Actiul 
Levd 

J0,M7 


FY  1996 

Ectfanatcd 

Uvd' 

18.63S 


FY  1997 

Request 

Level 

19,193 


IPREIGN  OPERA'KONS 

Export-Import  B»nk 

13,476 

793 

773 

U,8M 
726 

Oveneas  Private  lavestmcnt  Coiporetioa  (net) 

(81) 

(104) 

(127) 

Tnde  aad  Development  Ageooy 

57 

40 

40 

Aeency  for  Intematioiul  Devdopmcnt: 

2.7S8 

2.334 

2.438 

Development  Assistance 

1.226 

1,619 

1.006 

Development  Fund  for  Afiica 

781 

•• 

704 

Inteniatioaal  Disaster  Assistance 

170 

181 

190 

USAID  Operating  Expaaes  (axl.  lO) 

552 

521 

525 

USAID  Credit  Programs 

29 

IJ 

13 

Eeooamic  Support  Fund  (incl  Fiind  for  bdand) 

2334 

2360 

2.408 

-    Assistaooe  for  Eastern  Europe  and  the  Baltic  States 

349 

521 

475 

Assistanoe  for  the  New  lodepeodent  States  of  the  former  Soviet  Uuon*** 

622 

641 

640 

Debt  ResUucturing 

5 

13 

22 

Jordan  Debt  Fotgiveoess 

275 

0 

25 

Peace  Corps.  lAF.ADF 

278 

237 

253 

Imeniatiaoal  Narcotics  and  Ciime 

110 

115 

213 

Refiigee  Assistance 

721 

721 

700 

Anti-Tefrorisoi  Aisistaoce 

15 

16 

17 

Noo-Pnlifentian  and  Disannameat  Fund 

10 

20 

20 

btenatiaaal  KGlitBiy  Edocatiaa  and  Trainii« 

26 

39 

4S 

Mnituy  to  KGIitaiy  GaoCacla 

12 

0 

0 

ForeigD  KGlitaiy  FBancing  Oac  loan  fobaiSes) 

3.197 

3.413 

3.268 

Peaodoeeiiing  Operataont  (Vohmlaiy) 

74 

70 

70 

Special  Defawft  Acqnisftioa  Fund 

(245) 

(178) 

(166) 

1.806 

1.153 

1.433 

Inteni<tiaaatOiEanizatiaasandPiogiaffli(Volunlaiy)  . 

359 

285 

325 

State  Depaitmeot  Operatians 

2406 

2,427 

2424 

Other  Adniiiistiitioa  of  ForagBAfUn 

56 

65 

<S 

Coniribatioos  to  btemHiaaal  Organizatiaos  (Axsessed) 

877 

923 

IMS 

Coattibutioiis  to  toematioiialPeacetoepiiig  Activities  (Asaeaaed) 

519 

440 

42S 

US  hfocmatiao  Agency 

1.407 

1.078 

1.126 

Aims  Control  and  Disaimament  Agency 

50 

46 

48 

Other  Programs 

60 

47 

49 

I^GRICULTURE 

PL-480  Title  1 

266 

1,134 

263 

195 

PL-480  Title  n 

839 

821 

837 

PI^SO  Title  m 

100 

SO 

40 

l^ttOR/OTHER 

Umted  States  Institute  of  Peace 

ip 

11 

9 

11 

FY  1996  levelj  reflect  propoced  nippIanaiUls,  add-backs  tod  peodiog  rescunoos 
**  Included  m  DevtJopmeol  Assistaooe 
***Reflecte  FY  1993  appropriiti<Mi  of  SS50  mfllioa  less  tnufin  and  r 
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FOREIGN  MILITARY  RNANCING  (FMF) 

(dollars  in  millions) 


Account 

FY  96  Request 

FY  96  Actual 

FY  97  Request 

Mid  East 

Israel 

1.800.000 

1.800.000 

1,800.000 

Egypt 

1.300.000 

1.300.000 

1,300.000 

Jordan 

30.000 

30.000 

30.000 

Jordan  Supplemental 

140.000 

70.000 

- 

Total  Mid  East 

3.270.000 

3.200.000 

3.130.000 

Europe 

Turkey  (Loan  value) 

{450.000} 

{320.000} 

{175.000} 

Turkey  (Loan  subsidy) 

52.890 

37.882 

18.918 

Greece  (Loan  value) 

{315.000} 

{224.000} 

{122.500} 

Greece  (Loan  subsidy) 

37.000 

26.518 

13.242 

CE  Defense  Infrastructure 

20.000 

- 

- 

GE  (Loan  value) 

- 

- 

{72.528} 

CE  (Loein  subsidy) 

- 

- 

7.840 

Partnership  for  Peace 

60.000 

44.390  /a 

60.000 

BALTBAT 

5.000 

0.750 

~ 

Total  Europe 

174.890 

109.540 

100.000 

Africa 

Eeist  Africa  Regional 

- 

- 

6.000 

Total  Africa 

0.000 

0.000 

6.000 

Asia/Pacific 

Cambodia 

3.000 

1.000 

1.000 

Total  Asia/Pacific 

3.000 

1.000 

1.000 

Latin  America/Caribbean 

Caribbean  Regional 

3.000 

2.000 

2.000 

Haiti 

7.000 

'  - 

- 

Total  LATAM/Caribbean 

10.000 

2.000 

2.000 

Non-Regional 

Demining 

10.000 

7.000 

6.000 

Administrative  Costs 

24.020 

23.250 

23.250 

Total  Non-Regional 

34.020 

30.250 

29.250 

Total  Budget  Authority 

3.491.910 

3.342.790 

3,268.250 

Note:  /a  Represents  preliminaty  funding  level.  Anticipated  transfers  will  being  total  to  $60M. 
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FY  97  Budget  Request  -  Building  a  New  European  Security  Structure 

(dollars  in  millions) 


Account 

FY  96 
Request 

FY  96 
Actual 

FY  97 
Request 

Partnership  for  Peace  (FMF) 
Partnership  for  Peace  (DoD) 

60.000 
40.000 

60.000 
40.000 

60.000 
40.000 

CE  Defense  Infrastructure  (FMF) 
CE  Defense  (FMF  loan  subsidy) 

20.000 

-- 

7.840 

EUR  Peacekeeping  (BALTBAT)  /a 

0.750 

0.750 

- 

Turkey  (FMF  loan  subsidy)  /b 
Turkey  (ESF) 

52.890 
100.000 

37.882 
33.500 

18.918 
60.000 

Greece  (FMF  loan  subsidy) 

37.000 

26.518 

13.242 

IMET 
Total 

1 0.885 
321.525 

10.760 
209.410  - 

12.425 
212.425 

/a  Funded  in  PKO  account  in  FY  95. 

/b  Loan  amounts.  FY  96  request  Turt(ey  ($4S0M):  Greece  ($315M);  FY  96  actuai: 
FY  97  request  Turicey  ($17SM):  Greece  ($122.SM). 

Turtcey  ($320M):  Greece  ($224M) 

Building  a  New  European  Security  Structure  -  FY  97  Country  Detail 

(dollars  in  millions) 


Partnership  for  Peace 

CE  Loans     BALTBAT 

Total 

Country 

FMF 

DoD  /a 

FMF  /b              FMF 

IMET 

Foreign  Ops 

Albania 

3.600 

0.600 

4.200 

Bosnia 

- 

0.500 

0.500 

Bulgaria 

3.000 

0.800 

3.800 

CE  Loans  /b 

- 

7.840 

_ 

7.840 

Croatia 

- 

0.350 

0.350 

Czech  Republfc 

7.500 

0.800 

8.300 

Estonia 

1.500 

0.250 

0.500 

2.250 

FVnOM  (Macedonia) 

1.000 

0.300 

1.300 

Hungary 

8.500 

1.000 

9.500 

Latvia 

1.500 

0.250 

0.500 

2.250 

Lithuania 

1.500 

0.250 

0.500 

2.250 

Poland 

11.000 

1.000 

12.000 

Romania 

6.500 

0.800 

7.300 

Slovakia 

6.500 

0.600 

7.100 

Slovenia 

1.000 

0.400 

1.400 

CE  Total 

53.100 

7.840            0.750 

8.650 

70.340 

NIS  Total  /c 

6.900 

3.775 

10.675 

Total 

60.000 

40.000 

7.840            0.750 

12.425 

81.015 

/a  OoO  Is  In  the  process  of  maldn^ 

tiri&l  country  ailocatkin  decisions  on  FY  97  PFP  funds. 

A  FY  97  CE  defense  loan  country 

aikxatkxi  recommendations 

are  pending 

/c  NIS  recommended  aikxations: 

Amienla  $.25M;  Azertaijan  $.25M:  Belarus  $.5M:  Georgia  $.25M;  Kazakstan  $.5M; 

Kyrgyzstan  $.2SM;  Moldova  $.4M;  Russia  $1.5M:  Turkmenistan  $.25M;  Ukraine  $2.5M;  Uzbekistan  $.25M. 
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FY  96  Partnership  for  Peace  -  FMF  Country  Detail 

(dollars  in  millions) 


FY  96 

Country 

Allocation 

Remarks 

Albania 

2.525 

PKO  equipment  -  $.7M;  Patrol  Boats  &  Support  -  $1 .825M. 

Bulgaria 

4.275 

Computers  -  $1M;  English  Language  Training  -  $.5M; 
Commo  equipment  -  $2.775M. 

Czech  Republic 

8.900 

Regk>nal  Airspace  Initiative  (RAI)  -  $6.45M; 
English  Language  Training  -  $2.45M. 

Estonia 

1.250 

Commo  equipment  -  $.55M;  Small  Unit  equipment  ~  $.25M; 
Vehkde  repair  parts  -  $.45M. 

FYROM  (Macedonia) 

0.750 

English  Language  Training  -  $.25M;  Commo  equipment  -  $.25; 
Small  unit  equipment  -  $.25M. 

Hungary 

3.200 

RAI  -  $1 .45M;  Tactrcal  Radios  -  $1 .45M; 
English  Language  Training  -  $.65M. 

Latvia 

1.250 

Commo  equipment  -  $.6M;  Small  unit  equipment  -  $.25M; 
VehKie  repair  parts  -  $.3M;  English  Language  Training  -  .1 M. 

Uthuania 

1.250 

Commo  equipment  -  $.6M;  Vehk:le  repair  parts  -  $.35M; 
English  Language  Training  -  $.3M. 

Poland 

16.475 

RAI  -  $6.45M;  We  are  working  with  host  country  and  post  to 
repnoritize  remaining  $10M. 

Romania 

9.275 

RAI  -  $6.45M;  Night  Viskm  equipment  and  English  Tng.  -  $2.825M 

Slovakia 

3.550 

RAI  -  $1.45M:  Commo  equipment  -  $1.45M;  Eng  Tng  -  $.65M. 

Slovenia 

0.400 

Engfish  Training  -  $.15M;  Individual  soldier  equipment  -  $.25M. 

CE  Total 

53.100 

NIS  Total  /a 
Total 

6.900 
60.000 

Awaiting  FMS  eligibility  detemninations. 

/a  NIS  recommended  allocations:  Armenia  $.25M;  Azert>aijan  $.25M;  Belarus  $.5M;  Georgia  $.25M; 

Kazakstan  $.5M;  Kyrgyzstan  $^5M;  MoMova  $.4M;  Russia  $1.5M;  Turkmenistan  $.25M;  Ukraine  $2.5M; 
Uzbekistan  $.25M.  The  majority  of  the  NIS  FMF  is  for  communk^tions  equipment,  computer  support 
equipment,  and  to  enhance  country  capatxlities  in  peacekeeping,  search  and  rescue,  and 
humanitarian  operations. 

Note:  The  Central  European  share  of  PFP  is  $75M  of  whk^  $53.1  M  is  FMF  and  $21. 9M  is  DoD.  The  NIS 
share  of  PFP  is  $25M  of  which  $6.9M  is  FMF  and  $18.1M  is  DoO. 

PWSRP-JB  Fi«:FV97/ledhado.)(ls  (sheet  FY96PFP) 
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NONPROUFERATION 

(dollars  In  millions) 


Account 

FY  96  Request 

FY  96  Actual 

FY  97  Request 

Nonproliferation  and 

Disarmament  Fund  (NDF) 

25.000 

20.000 

20.000 

Science  Centers 

(FREEDOM  Support  Act) 

18.000 

15.000 

15.000 

IAEA  Contribution  (lO&P) 

43.000 

36.000 

36.000 

Korea  Energy  Development 

Organization  (lO&P) 

22.000 

20.000 

25.000 

Defense  Enterprise  Fund 

(FREEDOM  Support  Act) 

■ 

— 

20.000 

Total  Budget  Authority 

108.000 

91.000 

116.000 

Notes:  Export  Control  assistance  under  the  NDF,  the  Science  Centers,  and  ttie  DEF  are  programs  that 
were  fonneriy  funded  by  OoD  under  Nunn-Lugar  autfwrities. 
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ECONOMIC  SUPPORT  FUND 

(doOars  In  mmons) 


Account 

FY  96  Request 

FY  96  Actual 

FY  97  Request 

Mid  East 

Israel 

1.200.000 

1,200.000 

1.200.000 

Egypt 

815.000 

815.000 

815.000 

Jordan 

7.200 

7.200 

10.000 

Lebanon 

4.000 

2.000 

4.000 

ME  Multilaterals 

5.000 

3.000 

5.000 

ME  Regional  (MERC) 

7.000 

7.000 

7.000 

Democracy 

- 

- 

1.400 

West  Bank-Gaza 

75.000 

75.000 

75.000 

Total  Mid  Bast 

2,113.200 

2.109.200 

2,117.400 

Europe 

-■ 

Cyprus 

15.000 

15.000 

15.000 

Ireland  Fund 

29.600 

19.600 

19.600 

Turkey 

100.000 

33.500 

60.000 

Total  Europe 

144.600 

68.100 

94.600 

Africa 

Africa  Regional 

14.350 

8.000 

10.000 

Angola 

10.000 

5.000 

10.000 

Total  Africa 

24.350 

13.000 

20.000 

Asia/Pacific 

Asia  Regional 

8.810 

10.000 

12.000 

Cambodia 

39.520 

25.000 

35.000 

Mangolia 

10.000 

- 

- 

South  Pacfic  Fisheries 

14.000 

,14.000 

14.000 

Total  Asia/Padfic 

7Z330 

49.000 

61.000 

Latin  America/Caribbean 

LAC  Regional  Fund 

27.550 

13.000 

25.000 

Haiti 

90.270 

75.300 

80.000 

Total  LATAM/Caribbean 

117.820 

88.300 

105.000 

Global 

AOJ/ICITAP 

10.000 

7.000 

10.000 

Narcotics/Crime 

12.000 

25.000 

- 

Total  Non-Regional 

22.000 

32.000 

10.000 

Total  Budget  Authority 

2.494.300 

2.359.600 

2.408.000 

PMSRP-JB  FI*fYS7/MhM«ojll>  (thMl  ESF) 
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Mr.  Callahan.  Mr.  Slocombe. 

Mr.  Slocombe's  Opening  Statement 

Mr.  Slocombe.  Thank  you  for  the  opportunity  to  appear  once 
again  before  you  in  support  of  the  administration's  request  for  se- 
curity assistance.  I  have  a  longer  statement  that  has  been  submit- 
ted for  the  record  which  I  will  summarize. 

The  security  assistance  programs  in  foreign  assistance  generally 
are  the  central  part  of  protecting  the  national  security  and  foreign 
policy  interests  of  the  United  States.  We  recognize  that  notwith- 
standing the  real  importance  of  these  programs,  they  have  never 
been  popular  and  they  are  less  so  now  than  in  the  past. 

We  want  to  express  our  appreciation  to  this  committee,  and  to 
the  Congress  as  a  whole,  for  the  support  that  has  been  given  to 
these  crucial  security  assistance  programs,  especially  the  action  on 
the  recent  supplementals,  but  also  the  continuing  support. 

My  longer  statement  focuses  on  the  parts  of  the  program  specifi- 
cally related  to  military  issues  and  I  will  focus  on  those  parts  of 
the  program  which  DOD  has  administrative  responsibility  for, 
chiefly  IMET  and  foreign  military  funding. 

But  it  is  important  to  note  at  the  outset  that  we  in  DOD  recog- 
nize that  in  today's  world  nonmilitary  instruments  of  action  and  in- 
fluence are  more  important  than  ever.  They  are  modest  in  total 
cost  compared  to  our  military  programs,  and  these  programs  play 
a  critical  role  in  protecting  our  interests  around  the  world.  We 
strongly  support  the  full  administration  request,  including  more 
general  economic  assistance  and  diplomatic  representation  pro- 
grams as  a  part  of  our  security  program. 

Several  parts  of  the  request  before  you  cover  programs  that  are 
of  direct  interest  to  DOD  and  to  our  military  activities.  For  exam- 
ple, some  of  ESF  is  important  to  securing  access  and  cooperation 
for  our  military  forces,  funding  for  peacekeeping  operations,  and  for 
support  of  international  organizations,  to  assist  in  getting  multilat- 
eral support  for  military  activities  that  the  United  States  might 
otherwise  have  to  undertake  or  undertake  alone. 

The  support  for  counterproliferation  efforts  addresses  one  of  our 
highest  priority  of  military  concerns.  For  example,  the  money  for 
administrative  expenses  for  KEDO  contributes  to  the  implementa- 
tion of  the  framework  agreements  which  is  the  key  to  the  contin- 
ued containment  and  eventual  rollback  of  the  very  dangerous 
North  Korean  nuclear  program,  and  which  leverages  very  much 
larger  third  country  contributions. 

With  respect  to  security  assistance  more  specifically  defined,  the 
programs  funded  through  the  150  account,  which  the  DOD  has  an 
administrative  role,  principally  FMF  and  IMET,  the  request  falls 
into  several  categories.  Each  of  these  has  a  specific  relationship  to 
U.S.  national  defense  interests. 

As  has  been  pointed  out,  a  very  high  proportion  of  the  money  re- 
quested in  financial  terms  is  for  support  of  the  Middle  East  proc- 
ess, particularly  for  maintaining  Israel's  qualitative  edge,  and  for 
assisting  Arab  countries  who  have  taken  risks  for  peace.  Having 
participated  in  meetings  over  the  weekend  with  Prime  Minister, 
Defense  Minister  Peres,  I  can  only  underscore  the  continuing  im- 
portance of  these  programs. 
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Among  the  key  challenges  facing  the  United  States  is  building  a 
new  security  structure  in  Europe.  This  means  not  only  working  to- 
ward NATO  enlargement  but  through  the  Partnership  For  Peace, 
building  security  relationships  between  NATO  and  the  newly  inde- 
pendent countries  in  Central  Europe  and  the  former  Soviet  Union 
as  well  as  through  active  U.S.  cooperation  programs. 

In  the  $60  million  request  for  FMF,  support  for  Partnership  for 
Peace  countries  to  help  facilitate  their  participation  in  PFP,  which 
is  key  not  only  to  their  preparation  in  some  cases  for  eventual 
membership  in  NATO  but  also  for  ensuring  that  those  countries 
which  never  or  in  the  near  future  will  not  become  NATO  members, 
will  have  a  solid  place  in  the  European  security  architecture. 

We  also  support  the  request  for  loan  subsidies  for  Central  Euro- 
pean defense  loans  which  can  be  used  to  help  improve  the  Central 
European  defense  structure.  The  request  also  includes  loans  total- 
ing about  $300  million  for  Greece  and  Turkey,  with  subsidy  funds 
which  are  of  course  substantially  smaller  than  that.  This  is  key 
support  for  two  long-standing  allies  in  strategic  locations  who,  es- 
pecially in  the  case  of  Turkey,  the  United  States  relies  on  for  cru- 
cial support  and  for  elements  of  our  national  security  efforts. 

I  recognize  that  assistance  to  Turkey  is  naturally  controversial 
because  of  the  problems  which  we  have  with  Turkey's  human 
rights  record.  We  considered  that  very  carefully  in  making  the  re- 
quest and  continuing  support,  and  we  believe  that  that  judgment 
is  fully  supported  on  the  basis  of  our  broad  national  interests  and 
specifically  in  providing  sustainment  support  to  the  militaries  of 
these  two  countries. 

The  request  also  covers  FMF  administrative  costs  which  are  crit- 
ical to  making  the  program  work,  and  it  includes  a  request  this 
year  for  $45  million  for  the  international  military  education  and 
training  program.  That  is  the  program,  the  ones  we  manage  with 
the  greatest  worldwide  impact. 

Our  CINCs  of  various  unified  commands  will  be  meeting  in 
Washington  this  week,  have  consistently  identified  IMET  as  one  of 
their  most  important  instruments  for  the  regional  security  and 
meeting  their  political  responsibiUties  in  their  theater.  IMET  is  one 
of  our  most  cost-effective  national  security  and  military  programs, 
and  we  thank  the  Congress  for  moving,  especially  under  tight  fiscal 
circumstances,  to  restore  IMET  closer  to  normal  funding  levels,  and 
we  urge  support  for  the  modest  increase  requested  for  this  year. 

I  want  to  emphasize  that  from  the  DOD's  perspective  security  as- 
sistance is  a  critical  force  multiplier.  Strong  international  engage- 
ments supported  by  adequate  foreign  and  security  assistance  re- 
sources help  prevent  the  need  for  the  United  States  to  commit 
American  military  force  directly  where  other  instruments  can  bet- 
ter address  threats  to  our  national  interests.  When  United  States 
military  power  must  be  engaged,  security  assistance  often  helps  to 
ensure  that  we  have  the  crucial  support  from  friendly  countries,  in- 
cluding operational  support  and  their  own  contributions  of  forces 
and  backing  of  capable  military  organizations  that  will  enable  the 
United  States  military  to  effectively  deter  the  challenges  to  our  in- 
terests. 

Therefore,  the  overall  foreign  operations  request  which  is  before 
you  today  has  the  strongest  backing  of  both  the  uniformed  2ind 
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military  parts  of  the  Department  of  Defense  and  we  ask  for  your 
support  and  look  forward  to  an  opportunity  to  address  your  ques- 
tions. 

[The  information  follows:] 
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Good  morning,  Mr.  Chainnan  and  members  of  the  subcommittee.  I  appreciate  the 
opportunity  to  appear  before  you  to  express  the  strong  support  of  the  Department  of  Defense 
for  the  FY97  budget  request  for  security  assistance  programs. 

Foreign  assistance  is  an  essential  part  of  protecting  the  national  security  and  foreign 
policy  interests  of  the  United  States.  The  hearing  today  focuses,  naturally,  on  the  parts  of  the 
program  specifically  related  to  military  issues,  and  I  will  focus  on  those  parts  of  the  program 
for  which  DoD  has  administrative  responsibility.  But  it  is  important  to  note  at  the  outset  that 
we  in  DoD  recognize  that  in  today's  world,  non-military  instruments  of  action  and  influence 
are  more  important  than  ever.  While  modest  compared  to  our  military  program,  these 
programs  play  a  critical  role  in  protecting  the  national  security  and  foreign  policy  interests  of 
the  United  States.  We  strongly  support  the  full  Administration  request,  including  more 
general  economic  assistaiKC  programs,  as  pait  of  the  overall  national  security  program.  Wc 
recognize  that,  notwithstanding  its  importance,  foreign  assistance  has  never  been  popular,  and 
we  want  to  express  our  appreciation  for  the  support  that  this  Committee  has  given  to  crucial 
security  assistance  programs. 

From  the  DoD  pei^iective,  sectirity  assistance  —  like  our  foreign  policy  program 
generally  —  is  a  critical  force  multiplier.  Strong  international  engagement,  supported  by 
adequate  foreign  and  security  assistance  resources,  helps  to  prevent  the  need  to  commit 
American  military  force  where  olba  instalments  can  better  address  threats  to  our  national 
security.  When  American  military  power  must  be  engaged,  security  assistance  helps  to  ensure 
that  we  have  crucial  support  of  friendly  countries  —  including  operational  support  and  backing 
from  capable  military  organizations  —  to  enable  the  US  military  to  effectively  deter  and  defeat 
challenges  to  our  national  security. 

Therefore,  the  overall  Foreign  Operations  request,  as  well  as  the  security  assistance 
request  before  you  today,  has  our  strongest  backing. 

Our  FY97  request  supports  initiatives  which  will  enable  U.S.  and  foreign  defense 
personnel  to  interact  on  a  coopoative  basis  to  achieve  U.S.  national  security  objectives.  It 
directly  supports  the  National  Security  Strategy  and  the  National  Military  Strategy  of  the 
United  States  by  promoting  peacetime  engagement,  deterrence  aixi  conflict  prevention, 
enhanced  capability  of  foreign  forces  to  contribute  to  shared  security  interests,  peace 
operations,  and  ultimately  our  ability  to  fight  and  win.  Over  the  years,  U.S.  military  power 
and  assistance  have  continued  to  support  U.S.  foreign  policy  interests  and  forward  presence. 
U.S.  foreign  assistance  has  omtributed  to  historic  progress  in  resolving  regional  conflicts  and 
bolstering  emerging  democracies,  and  has  siq^)ortcd  friends  and  allies  that  have  taken  great 
risks  for  peace. 

In  the  Middle  East,  peace  agreements  achieved  over  the  last  two  years  between  Israel 
and  Jordan  and  between  Israel  and  the  Palestinians  have  formed  the  foundation  of  a 
comprehensive  settlement  of  the  Arab-Israeli  conflict  U.S.  assistance  has  enabled  the  three 
key  players  of  the  Middle  East  Peace  Process-Israel,  Egypt,  and  Jordan-to  take  bold  steps 
toward  ending  the  violence  and  bloodshed  in  the  region.  This  was  exemplified  by  the  recent 
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historic  antiteirorism  conference  heW  in  Egypt,  where  leaders  from  Arab  countries  sat  side- 
by-side  with  Israel  to  condemn  terrorism.  Foreign  Militaiy  Financing  (FMF)  has  enabled 
Israel  to  maintain  its  qualitative  edge,  Egypt  to  modernize  its  armed  forces,  and  Jordan  to 
maintain  its  border  security  and  begin  modernizing  its  air  forces.  Continued  FMF  support, 
along  with  the  President's  $100  million  commitment  to  fiind  Israel  over  FY96  and  FY97  for 
counterterrorism  support,  will  renforce  our  resolve  for  peace  in  the  Middle  East  and  provide 
influence  and  assurance,  enabling  these  regional  actors  to  continue  working  toward  a 
comprehensive  peace  settlement. 

In  Europe,  with  our  NATO  allies,  we  continue  to  develop  a  new  "security 
architecture"  and  erase  Cold  War  lines  through  the  Partnership  for  Peace  (PFP)  program   As  a 
testimony  to  the  success  of  Fy95  and  FY96  bilateral  funding  support  of  the  PFP,  joint 
exercises  have  been  conducted  during  those  two  years  with  the  participation  of  26  PFP 
Partners.  Over  half  of  these  Partners  are  currently  offering  support  to  the  NATO-led  IFOR 
efifort  to  implement  the  Dayton  Agreement  in  Bosnia.  PFP  training  has  facilitated  the 
participation  of  these  non-NATO  partners.  The  cooperative  experience  of  PFP-only  two 
years  in  existence-has  smoothed  the  NATO-partner  cooperation  at  every  level,  from  political 
consultation  in  Brussels  to  communication  procedures  in  the  field. 

In  spite  of  this  progress,  threats  to  U.S.  national  security  persist.  Hostile  regional 
powers  still  use  aggression  and  terror  to  intimidate  and  dominate  their  neighbors.  Internal 
civil  conflicts  continue  to  have  the  potential  to  undermine  regional  stability  and  democracy. 
Our  FY97  budget  request  represents  the  minimum  amotmt  of  military  assistance  needed  to 
maintain  and  expand  U.S.  military  access,  presence,  and  influence  around  the  globe.  Our  total 
FY97  FMF  grant  request,  including  loan  subsidies,  is  S3.268  billion;  and  we  are  requesting 
funding  for  the  International  Military  Education  and  Training  (IMET)  program  of  S4S  million. 
I  would  point  out  that  the  FY97  request  is  responsive  to  the  President's  and  Congress' 
commitment  to  achieve  a  balanced  budget  by  FY  2002,  being  $78  million  below  the  FY96 
request  and  $19  million  less  than  the  FY96  appropriation. 

GLOBAL  PRIORITIES 

IMET:  Key  to  our  military  assistance  efforts  is  the  International  Military  Education  and 
Training  (IMET)  program.  The  IMET  program  is  one  of  the  most  cost-effective  components 
of  U.S.  foreign  policy  and  is  essential  to  the  success  of  our  regional  strategies.   Our 
Commanders  in  Chief  in  the  field  consistently  identify  IMET  as  one  of  their  most  important 
instruments  in  meeting  their  political-military  responsibilities  in  their  theaters.  We  are 
requesting  $45  million  m  I\ffiT  fiuiding  for  FY97.  The  FY97  program  will  reach  more 
countries  (128)  than  at  any  time  in  its  history,  befitting  the  global  interests  of  the  world's 
democratic  role  model  and  only  superpower. 

We  deeply  appreciate  the  subcommittee's  leadership  last  year  in  restoriixg  IMET  closer 
to  its  traditional  funding  level.  Congress'  <q;>propriation  of  $39  million  for  the  IMET  program 
in  FY96  is  having  a  substantial  positive  impact  on  meeting  our  primary  objectives  for  this 
fiscal  year:  new  program  establishment  and  growth  with  emerging  democracies  throughout 
the  world,  and  particularly  in  Central  Europe  (CE);  robust  support  for  the  Middle  East  peace 
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process;  restoration  of  some  of  the  funding  for  traditional  programs  elsewhere  most  adversely 
impacted  by  the  FY94  funding  cut;  and  in  all  cases,  compensation  for  some  of  the  rising  cost 
of  training.  By  fiscal  year-end,  this  fiinding  will  provide  grant  military  education  and  training 
to  over  5,000  foreign  military  and  civilian  personnel  fiom  well  over  100  friendly  and  allied 
nations,  allowing  foreign  military  students  an  opportunity  to  enhance  their  military 
professionalism  along  Western  lines  and  strengthen  their  own  training  capabilities.  The 
program  will  also  continue  to  provide  for  U.S.  access  to  and  influence  with  foreign  military 
and  defense  leaders  who  frequently  play  a  central  part  in  events  and  decisions  important  to 
U.S.  security  interests,  aiKl  a  sector  of  society  which  often  plays  a  critical  role  in  the  transition 
to  and  maintenance  of  democracy.  Our  FY97  request  of  S4S  million  reflects  our  continuing 
commitment  to  further  these  objectives. 

Since  FY91  we  have  started  29  new  IMET  programs  in  new  and  emerging 
democracies,  primarily  in  the  CE,  the  New  Independent  States  (NIS),  and  Africa. 
Furthermore,  we  have  re-established  IMET  programs  with  10  countries  since  FY93.  Almost 
half  of  the  S6  million  increase  we  are  reqiKsting  in  the  FT97  program  is  for  these  countries. 

Assistance  to  countries  ioq)ortant  to  and  supportive  of  the  Middle  East  Peace  Process, 
and  primarily  Jordait,  will  be  increased  by  S600  thousand.  The  balaiKe  of  the  increase  will 
enable  us  to  make  continued  progress  in  restoring  funding  for  other  traditional  programs. 
The  current  and  proposed  program  is  also  far  more  focused  on  professional  military  education 
and  Expanded  IMET,  and  much  less  on  technical  training. 

Expanded  IMET  is  an  extremely  important  element  of  our  program.  It  is  made  up  of 
courses  specifically  stnictuied  to  impart  to  foreign  students  defense  management  concepts  and 
American  values,  including  respect  for  democracy,  human  rights,  military  justice,  and  the 
concept  of  civilian  control  of  the  military.  The  Expanded  IMET  program  also  provides 
training  for  foreign  officials  fhnn  ministries  other  than  defense,  members  of  national 
legislatures  responsible  for  oversight  and  marugement  of  the  military,  and  non-governmental 
organization  personnel.  In  short,  it  is  very  well  suited  for  the  needs  of  the  many  new  and 
emerging  donocracies  in  the  post-Cold  War  world. 

Defense  Adminiitrative  Cotts:  We  are  also  requesting  $23.25  million  to  fund  Defense 
Administrative  Cosu.  These  funds  pay  the  operating  costs  for  all  non-Foreign  Military  Sales 
(FMS)  securi^  assistance  activities,  such  as  IMET,  grant  Excess  Defense  Article  (EDA) 
transfers,  and  the  continuing  reqx>iisibility  of  our  overseas  security  assistance  organizations 
(SAOs)  to  monitor  the  end-use  and  disposition  of  end-items  transferred  to  allies  and  firiends 
over  the  years.  SAOs  are  a  key  component  of  our  military  forward  presence  overseas;  indeed 
in  some  countries  they  are  our  only  military  presence.  They  represent  the  U.S.  commitmem  to 
security  cooperation  and  the  key  to  the  development  and  effective  management  of  security 
assistance  programs.  The  launching  of  die  PFP  Program  and  the  subsequent  Warsaw 
Initiative  produced  major  new  programs  which  will  dramatically  increase  security  assistance 
requirements  in  the  region.  DoD  established  SAOs  in  six  CE  countries  in  FY96  and  expanded 
our  SAO  in  Poland,  another  will  be  established  in  Romania  in  FY97,  and  others  may  be 
established  or  expanded  in  FY97  and  beyond,  as  program  requirements  grow.  The  expansion 
of  fKOgraros  in  the  region  requires  dedicated  security  assistance  pers<MU)Cl  to  plan  arKi  manage 
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them  effectively.  The  $23  25  million  requested  is  the  minimal  amount  required  and  is  crucial 
to  our  ability  to  effectively  manage  our  programs  in  the  CE  and  elsewhere  around  the  world. 

Dctniiiing:  The  U.S.  has  a  compelling  interest  in  promoting  national  and  regional  security 
and  political  stability  by  reducing  civilian  landmine  casualties.  Worldwide,  an  estimated  500 
persons  per  week  are  injured  by  anti-personnel  landmines,  most  of  them  innocent  civilians, 
particularly  farmers  and  children.  The  $6  million  requested  in  FY97  FMF  funding  for 
demining.  complemented  by  the  DoD  funding  request,  would  help  develop  indigenous  mine 
awareness  and  landmine  clearance  training  programs  in  these  countries.  Demining  assistance 
would  fund  programs  which  help  restore  national  infrastructure  rendered  unusable  by 
landmines,  and  return  mined  areas,  including  farmland,  to  productive  use. 

REGIONAL  PRIORITIES 

Middle  East:  Supporting  the  Middle  East  Peace  Process  remains  one  of  our  highest  priority 
national  security  and  foreign  policy  goals.  Military  assistance  is  the  foundation  of 
CENTCOVi  and  EUCOM  relationship  with  allies  in  the  region.  It  establishes  key  contacts 
and  provides  a  mechanism  through  which  to  work  toward  goals  of  interoperability  and  self 
defense.  These  military  assistance  efforts  include: 

•  Foreign  Military  Sales  of  equipment,  services,  and  training  including  mobile 
training  and  technical  assistance  teams; 

•  FMF  to  enable  such  purchases  for  a  few  key  countries;  and 

•  IMET. 

These  activities  support  the  building  of  important  regional  defense  arrangements  (including 
U.S.  access  to  bases  in  the  region)  and  iitfluencc  over  the  flow  and  use  of  arms  in  the  regioiL 
They  also  provide  a  means  of  improving  defense  capabilities  of  regional  friends,  promoting 
interoperability  and  coalition  defense,  and  strengthening  military-to-military  relatioaships. 

Our  FMF  request  supports  our  commitment  to  the  Middle  East  Peace  Process.  In  the 
spirit  of  the  Camp  ]>avid  Accords,  we  are  again  requesting  $1 .8  billion  for  Israel  and  $1 .3 
billion  for  Egypt.  We  are  also  requesting  $30  million  for  Jordan.  FMF  will  ensure  that  these 
countries  remain  key  players  in  the  region's  pursuit  of  peace  and  stability. 

The  U.S.  remains  committed  to  maintaining  Israel's  qualitative  edge  against  any 
combination  of  aggressors.  The  FMF  request  will  allow  Israel  to  continue  the  cashflow 
fmancing  of  major  purchases  and  follow-on  support  for  multi-year  procurement  programs 
such  as  new  fighter  purchases,  SAAR  corvettes  and  upgrades  of  Apache  and  Blackhawk 
helicopters.  Other  objectives  include  moving  forward  on  a  number  of  long-term  military 
initiatives  including  the  "Arrow"  anti-tactical  ballistic  missile  (ATBM)  program  and  active 
missile  defense. 

Egypt's  FMF  will  be  used  to  continue  the  long-term  modernization  of  its  aimed  forces. 
Like  Israel,  Egypt's  cashflow  financing  option  is  critical  to  its  defense  planning.  Fuitding  will 
be  used  to  continue  five  major  programs  —  armor  modemiTation,  F- 1 6  and  Apache  aircraft 
purchases.  Hawk  modernization,  and  frigate  acquisition.  Egypt  will  also  continue  to  upgrade 
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secondaiy  systems  and  increase  its  concentration  on  interoperability  and  sustainmem.  Wc 
have  made  important  progress  in  raising  the  priority  of  sustainment  of  fielded  systems  in 
Hgypt's  defense  planning. 

Jordan  has  taken  a  bold  move  in  concluding  a  peace  agreement  with  Israel  in  the 
absence  of  a  regional  agreement  Thus,  the  $30  milUon  of  FMF  for  Jordan  is  critical  at  this 
stage  in  the  Middle  East  peace  process.  It  will  be  used  to  support  the  lease  of  a  squadron  of  l'- 
16s  to  the  Government  of  Jordan,  which  arc  deemed  crucial  to  sustaining  Jordan's  strategic 
and  security  interests  in  the  region.  Jordan's  FY97  FMF  request,  combined  with  FY96  FMF 
funding  and  the  FY96  supplemental  funding  recently  approved,  is  necessary  to  provide  the  F- 
1 6s  to  Jordan.  These  aiiciail,  along  vwth  the  $  1 00  nullion  drawdown  of  other  defense 
equipment  approved  by  Congress  last  year,  will  help  Jordan  fulfill  its  commitment  to 
restructuring  its  forces  to  produce  a  smaller  and  more  capable  military  better  able  to  ensure 
security  along  its  borders. 

Europe  and  the  NIS:  Our  security  assistance  program  in  Europe  and  the  NIS  includes 
elements  that  respond  to  the  dramatic  changes  wiuch  have  occurred  in  this  region  during  the 
past  several  years,  lliese  elements  ^)eciiic^ly  support  our  broad  transatlantic  objectives  of 
replacing  the  historic  division  of  the  continent  with  a  new,  inclusive  regional  security 
architecture.  Our  vision  for  an  integrated  regional  security  structure  includes  several 
complementary  "tracks":  fiilly  implementing  NATO's  PFP  program;  proceeding  with  our 
allies'  shared  commitment  to  NATO  enlargement;  building  a  NATO-Russia  relationship  on  a 
parallel  track;  strengthening  the  OSCE's  unique  role  as  an  inclusive  security  organization:  and 
supporting  ejqiansion  of  dte  European  Union. 

FY96  Warsaw  Initiative  fimding  is  helping  us  build  the  new  security  architecture  we 
envision  for  the  region  by  supporting  the  President's  SI 00  million  commitment  to  enhance 
Partner  participation  in  PFP.  FY%  fimds  have  already  been  targeted  for  programs  such  as  the 
Regional  Airspace  Initiative  (RAI)  to  provide  regional  transparency  in  air  traffic  management, 
programs  that  allow  the  exchange  of  information  between  U.S.  defense  officials  and  Parmer 
ministry  of  defense  officials  regarding  defense  plaiming  and  management,  and  transfer  of 
excess  defense  articles  to  Partiter  nations  unable  to  afford  transport  costs. 

In  order  to  i»ogiess  further  with  our  initiatives  to  strengthen  this  security  architecture, 
the  F Y97  budget  request  reflects  our  continued  support  for  PFP.  FY97  appropriations  for 
both  the  Department  of  State  and  Department  of  Defense  are  needed  to  do  this.  The  State 
Department  requests  $60  million  in  the  1  SO  account  to  implemem  the  bilateral  military 
assistance  programs  that  support  equipment  transfers  and  training.  (The  Department  of 
Defen.se  is  requesting  $40  million  in  the  050  account  to  be  allocated  among  programs  to 
support  individual  partner  participation  in  joint  exercises  and  interoperability  support 
activities.) 

Additionally,  we  are  requesting  $40  million  in  FMF  loan  subsidies  to  support  market 
rate  loans  for  our  NATO  allies  Greece  and  Turkey  and  to  establish  a  new  defense  loan 
program  for  the  CE.  With  dK  completion  of  our  financing  commitment  to  Turkey's  F- 1 6 
program,  the  loan  requests  for  Turkey  and  Greece  are  substantially  reduced  from  FY96  levels 
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and  will  now  support  susiainmcnt  and  refurbishment  of  U.S.-origin  equipment  already  in  Aeir 
nspecti\t  inventories.  Loan  subsidies  for  the  CE  will  enable  creditworthy  CE  countries  to 
retire  antiquated  Soviet  equipment  and  build  a  defense  infrastructure  with  equipment  that  is 
compatible  with  NATO  forces,  such  as  U.S.  aircraft  and  NATO  compatible  C4I  equipment,  as 
well  as  reorient  CE  militaries  toward  more  efficient,  professional  and  defensively-oriented 
force  structures.  These  subsidies  will  give  the  United  States  the  flexibility  to  maximize  our 
ability  to  assist  the  region  in  light  of  the  impressive  economic  progress  achieved  to  date  by 
some  countries  in  the  region,  the  favorable  long-term  economic  prospects  for  the  region 
overall,  and  our  own  budget  constraints.  CE  loans  will  also  encourage  creditworthy  CE 
countries  with  growing  economies  to  use  national  funds  to  meet  their  defense  modernization 
needs. 

Svb-Sahanui  Africa:  U.S.  interests  in  Sub-Saharan  Afiica  are  focused  on  supporting  the 
region's  nations  in  their  transition  to  stable  democracies  and  liberalized  economies. 
Professional,  right-sized,  and  civilian-controlled  militaries  that  respect  human  rights  and  the 
rule  of  law,  and  that  understand  the  apolitical  role  of  the  military  in  a  democratic  society,  are 
essential  to  th^  success  of  this  transition.    In  African  countries,  IMET  is  the  most  well  known 
and  welcomed  U.S.  assistance  program  that  contributes  in  these  areas.    ~  this  includes 
emphasis  on  Expanded  IMET  objectives  for  specific  countries  such  as  Rwanda  and  South 
Africa. 

Also,  we  are  requesting  S6  million  in  FMF  in  FY97  for  East  Africa  Regional 
Assistance.  This  assistance  will  help  the  front  line  states—Eritrea,  Ethiopia,  and  Uganda- 
respond  to  the  instability  brought  to  the  region  by  Sudan.  Other  U.S.  interests  in  Sub-Saharan 
Africa  include:  ensuring  the  safety  of  American  citizens;  providing  humanitarian,  disaster, 
and  refugee  assistance;  countering  the  trafficking  in  narcotics  and  other  contraband  goods;  and 
preventing  genocide. 

Latin  America  and  the  Caribbean:  Closer  to  home,  we  are  requesting  FMF  and  IMET  to 
assist  the  defense  establishments  of  the  Caribbean  and  Latin  America.  The  economic  and 
political  development  of  the  region's  countries,  with  the  exception  of  Cuba,  has  required  a 
change  in  the  structure  and  tbcus  of  our  security  relationship  with  the  nations  of  the  Western 
Hemisphere. 

U.S.  military  assistance  programs  have  been  effective  tools  in  the  SOUTHCOM  and 
USACOM  efforts  to  engage  regional  militaries.  IMET  has  contributed  significantly  to 
if«creased  military  professionalism,  respect  for  civilian  authority  and  observance  of  human 
rights.  SOUTHCOM  has  also  observed  improved  cooperation  between  civilian  and  military 
institutions  and  increased  dialogue  between  the  military  and  non-govcmmental  organizations. 
By  educating  Latin  American  forces  in  efficient  resource  management  and  technical 
maintenance  and  logistics,  the  U.S.  helps  them  improve  operational  readiness  and  capabilities 
and  increase  interoperability. 

For  FY97,  we  are  requesting  $2  million  of  FMF  to  stq)port  the  Caribbean  nations 
which  comprise  the  Caribbean  Community  (CARICOM)  forces.  These  countries  w«re  the 
building  blocks  of  the  multinational  force  in  Haiti  and  continue  to  participate  in  UNMIH. 
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Contintied  assistance  to  CARICOM  will  facilitate  its  participation  in  regional  military 
activities  of  U.S.  interest  Assistance  will  also  help  sustain  and  upgrade  the  natural  disaster 
response  capability  of  these  small  security  forces,  and  enhance  their  drug  interdiction 
capabilities.  For  FY97,  countemarcotics-related  military  assistance  again  is  being  requested 
in  the  International  Narcotics  Control  Budget,  m  order  to  enhance  coordination  of  all 
countemoicotics  programs. 

The  success  of  CARICOM  and  Latin  American  countries  in  multinational  exercises 
and  operations  is  a  direct  result  of  past  U.S.  military  assistance.  FMF  and  IMET  assistance  to 
this  region  over  the  years  has  allowed  countries  to  build  and  maintain  small,  professional 
military  forces.  USACOM  was  able  to  use  to  the  best  advantage  the  good  will  developed 
through  our  regional  alliances  to  obtain  the  seaport  and  airfield  base  access  necessary  to 
facilitate  migrant  interdiction  and  deployment  of  regional  forces.  Because  of  efforts  such  as 
combined  exercises,  FMF,  IMET,  and  professionalization  seminars  and  conferences,  the  U.S. 
was  able  to  collaborate  with  CARICOM  members  and  quickly  train  and  deploy  CARICOM 
units  as  a  unified  battalion.  Modest  funding  in  FY97  will  help  maintain  individual  and 
regional  peace  capabilities  in  the  Caribbean  as  well  as  help  provide  interoperability  with  U.S. 
military  forces  in  joint  operations. 

Asia  and  Pacific:  The  U.S.  Pacific  Comnrumd's  (PACOM)  "Strategy  of  Cooperative 
Engagement"  goes  beyond  employing  U.S.  forces  to  meet  crises  as  they  arise.  It  attempts  to 
bring  to  the  region  views  that  reflect  our  values  and  perspectives  on  economic  growth, 
political  progress,  and  military  cooperation.  The  basis  of  this  strategy  is  forward  presence 
through  the  encouragement  of  bilateral  and  multilateral  interaction  that  supports  peace  and 
democracy  among  the  4S  nations  in  the  PACOM  area  of  responsibility.  Following  our 
withdrawal  fix>m  the  Philippines,  it  is  unlikely  diat  new  bases  for  future  operations  will  be 
established.  Therefore,  continued  access  through  bilateral  and  multilateral  cooperation  is 
essential  to  achieve  our  strategic  goals  in  the  region. 

Key  to  the  establishment  and  maintenance  of  forward  presence  in  the  PACOM  area  of 
responsibility  is  the  IMET  program.  In  the  case  of  the  Philippines,  IMET  is  one  of  the  few 
means  of  building  relationships  with  the  younger  generation  of  Philippine  military  officers. 
The  Thai  military  places  a  high  value  on  IMET  because  of  the  contribution  such  training 
makes  to  educating  professional  military  leaders,  equipping  Thai  officers  with  superior 
technical  capabilities,  and  improving  interoperability  between  our  two  militaries.  For  the 
newly  independent  countries  of  the  Oceania,  IMET  is  a  core  element  of  our  defense 
cooperation  with  these  nations,  and  most  significantly  our  access  to  naval  facilities  there. 

Of  great  importance  to  our  regional  strategy  in  PACOM  is  our  IMET  program  with 
Indonesia,  the  largest  Muslim  country  in  the  world.  Indonesia  is  an  increasingly  influential 
regional  and  global  actor.  It  is  strategically  located  astride  major  international  sea  lanes.  Our 
military  forces  enjoy  solid  professional  relations  with  Indonesia's  military.  It  is  through 
engagement  of  Iiulonesian  defense  and  other  governmental  officials  in  training  and  education 
programs  that  we  can  promote  professionalism  and  influence  practices.  To  maximize  the 
potential  of  IMET  for  Indonesia,  we  are  requesting  full  reinstatement  of  the  IMET  program  in 
FY97,  beyond  E-IMET  programs  -  which  are  in^rtant  ~  to  include  the  full  program  of 
professioiial  military  education.  In  a  period  during  which  we  seek  to  broaden  our  efforts  to 
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build  relationships  with  the  anned  forces  of  the  region,  increase  joint  exercises,  and  enhance 
access  to  service  facilities  for  our  forward-deployed  forces,  IMET  programs  are  invaluable. 

We  are  requesting  $1  million  in  FY97  FMF  to  support  Cambodia's  continued 
restructuring  efforts.  FMF  will  help  to  develop  the  capabilities  of  Royal  Cambodian  Armed 
Forces  engineers  to  build  and  improve  the  civil  infrastructure.  IMET  fiinding  will  expose 
current  and  future  Cambodian  leaders  to  military  professional  development,  and  continue 
training  of  civilian  and  military  officials  in  courses  promoting  civilian  control  of  the  military, 
military  justice  and  respect  for  human  rights. 

CONC^y$IQN 

It  is  in  the  national  security  interest  of  the  United  States  to  train  and  equip  friendly 
foreign  defense  forces  and  to  otherwise  develop  their  defense  potential.  Such  military 
assistance  programs  help  achieve  U.S.  objectives  on  many  levels.  First,  they  enhance  U.S. 
influence  and  assure  U.S.  friends  and  allies  of  the  strength  of  U.S.  conunitments.  Second, 
operating  mainly  in  the  realm  of  peacetime  engagement,  military  assistance  programs 
contribute  to  dett^iieiKe  and  conflict  prevention  as  m«11  as  enhance  the  U.S.  military's  ability 
to  fight  and  win  if  deterrence  fails.  Third,  they  preclude  the  U.S.  from  having  to  rely  solely 
on  unilateral  means  and  resources  to  secure  our  national  interests.  U.S.  security  depends  on 
durable  relationships  with  allies  and  other  friendly  nations.  As  the  U.S.  armed  forces  continue 
to  downsize  and  the  requirement  increases  for  potential  coalition  operations  in  regions  of 
conflict  and  tension,  military  assistance  programs  remain  critical. 

Our  military  assistance  programs  can  also  help  shape  foreign  defense  establishments' 
views  and  practices  on  such  important  issues  as  democracy,  civilian  control  of  the  military, 
and  respect  for  human  rights.  CXir  programs  cannot  work  miracles  in  these  areas,  but  they  can 
provide  highly  useful  perspectives,  skills  and  knowledge  to  foreign  leaders  who  want  to 
reform  or  otherwise  improve  their  defense  establishments,  as  in  the  new  democracies  ofCE, 
the  NTS,  Africa,  Asia,  Latin  America,  and  the  Caribbean. 

Through  such  engagement  our  military  assistance  programs  caimot  only  help  shape 
forces  that  can  fight  effectively  alongside  U.S.  armed  forces  in  defense  of  vital  interests,  but 
also  that  will  ascribe  to  and  help  achieve  our  international  democratic  agenda.  Military 
assistance  programs  will  encourage  the  development  of  viable  cooperative  defense 
arrangements,  making  U.S.  direct  intervention  less  likely.  And  should  conflict  develop, 
stronger  coalition  partners  can  increase  the  probability  of  military  success  with  a  reduced 
commitment  of  U.S.  armed  forces. 
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Mr.  Callahan.  Mr.  Chairman,  it  is  nice  to  have  you  in  our  pres- 
ence today.  I  know  how  busy  your  schedules  are.  I  know  it  is  not 
as  busy  this  week  as  it  has  been  over  the  last  12  or  14  months, 
but  nevertheless  we  are  glad  to  have  you  here.  We  are  going  to  let 
you  take  first  shot. 

ISRAEL'S  GRAIN  PURCHASE 

Mr.  Livingston.  I  will  refrain  fi'om  making  any  big  statement, 
Mr.  Chairman.  Let  me  welcome  both  of  you,  Mr.  Secretary  and  Ms. 
Secretary.  We  are  glad  to  have  you  here.  I  guess  you  are  right;  it 
has  been  a  little  bit  more  busy  up  to  this  point.  We  are  now  over 
the  1996  hump  and  begin  1997. 

Secretary  Davis,  Chairman  Callahan  and  I  were  concerned  re- 
cently that  the  Government  of  Israel  had  not  provided  the  U.S. 
Government  with  an  annual  signed  agreement  which  states  its 
commitment  to  purchase  1.6  million  metric  tons  of  grain  from  the 
United  States  and  ship  half  of  that  in  privately  owned  U.S.  flag 
commercial  vessels.  We  were  told  that  the  letter  would  be  delivered 
soon.  It  is  an  important  issue  to  the  United  States. 

Could  you  tell  us  what  the  status  of  your  letter  is?  Has  it  been 
received,  and,  if  so,  has  it  been  substantively  changed  or  un- 
changed from  previous  letters? 

Ms.  Davis.  I  had  an  alert  that  you  might  be  asking  this  question, 
and  I  appreciate  that  because  I  am  not  an  expert.  Let  me  tell  you 
what  I  have  learned.  I  think  it  is  reassuring. 

The  cargo  preference  program  for  Israel  ended  when  U.S.  assist- 
ance changed  to  cash  transfer,  and  since  then  Israel  has  continued 
to  use  its  best  efforts  to  ship  a  portion  of  its  annual  purchases  of 
U.S.  grains  in  American  vessels.  We  support  these  efforts  and  have 
encouraged  Israel  to  do  so. 

Israel  has  again  this  year  issued  a  side  letter  committing  itself 
to  ship  on  American  flag  vessels  the  same  amount  of  U.S.  grains 
as  in  previous  years,  approximately  800,000  tons.  That  is  my  un- 
derstanding of  the  situation. 

Mr.  Livingston.  That  is  a  good  understanding.  Thank  you  for 
your  response,  and  I  thank  Israel  for  their  response  to  our  con- 
cerns. 

I  have  some  thoughts  on  some  of  the  other  issues  before  that 
were  commented  on  by  Secretary  Slocombe  on  Turkey  and  on  the 
school  for  the  Americas,  and  I  will  reserve  those  at  this  time. 
Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you. 

MIDDLE  EAST 

Madam  Secretary,  when  we  talk  about  the  Middle  East  my  state- 
ment included  the  percentage  of  the  monies  that  we  are  spending 
and  the  continued  increases  in  the  supplemental  requests  that  are 
coming  from  the  administration  sdmost  every  time  someone  goes 
overseas.  I  have  said  this  before.  Thank  goodness  Hazel  O'Leary 
hasn't  found  out  about  the  Middle  East.  The  request  for  the  addi- 
tional monies  for  Jordan  came  during  a  visit  there  by  Secretary 
Perry,  and  I  now  see  the  Secretary  is  promising  to  do  something 
else. 
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I  don't  know  how  we  are  going  to  transfer  the  new  defense  mech- 
anism he  is  talking  about  now  with  the  Prime  Minister.  I  certainly 
support  affording  Israel  the  necessary  technology  and  the  necessary 
assistance  to  combat  any  type  of  incoming  missiles,  but  once  again 
the  supplemental  requests  are  now  approaching  5  or  6  percent  of 
our  budget  and  we  have  got  to  slow  that  down.  You  force  us  to  put 
ourselves  in  a  position  where  there  will  be  no  money  left. 

Last  year,  we  anticipated  that  there  would  be  supplemental 
needs  in  Bosnia,  especially,  and  we  left  a  cushion  there  for  that 
event.  This  year,  we  are  not  going  to  be  able  to — even  if  we  come 
close  to  fulfilling  your  request,  the  President's  budget  request  is  a 
billion  dollars  over  the  maximum  amount  that  we  are  going  to  be 
allocated.  We  know  that.  So  if  we  are  going  to  fulfill  all  of  the  com- 
mitments that  we  have  made  so  far,  the  extra  $50  million  to  Israel, 
additional  to  Jordan,  if  we  are  going  to  fulfill  all  of  that  with  a  less- 
er amount  of  money  than  we  had  last  year,  then  the  percentage  is 
going  to  be  higher. 

I  think  that  the  administration  must  recognize  that  one  crucial 
part  of  this  piece  process  is  Syria.  Secretary  Christopher  has  re- 
peatedly told  me  that  no  negotiations  are  under  way  with  Syria 
that  are  going  to  include  any  type  of  monetary  transactions.  I  hope 
he  is  sincere  there,  and  I  have  no  reason  to  believe  he  is  not,  but 
I  do  know  that  every  time  Israel  has  signed  a  peace  agreement 
with  anybody,  with  the  PLO,  with  Jordan,  with  Egypt,  there  is  al- 
ways money  attached,  and  I  forewarn  the  administration  if  any  re- 
quests are  going  to  be  made  for  additional  aid  for  the  Middle  East, 
it  is  going  to  have  to  come  out  of  existing  funds  redistributed  in 
some  manner.  If  that  is  what  this  administration  wants  to  do,  that 
is  fine  with  me.  I  am  not  in  favor  of  giving  Syria  any  money,  but 
I  wasn't  in  favor  of  giving  Arafat  any  money  either.  But  it  was 
done  at  the  request  of  the  administrative  branch  of  government 
and  I  don't  know  how  long — I  have  talked  with  the  Secretary  about 
this,  we  talked  last  week  in  committee  about  this.  I  don't  know  how 
long  the  marriage  between  Egypt  and  Israel  will  last  with  respect 
to  the  percentage  of  allocations  of  money. 

We  have  a  limited  amount  of  money.  Egypt  gets  money  whether 
they  need  it  or  not  simply  because  Israel  gets  money.  That  was  a 
good  thing  in  1979,  but  this  is  a  different  world  today.  We  have  to 
recognize  that  we  are  going  to  have  to  start  appropriating  based 
upon  available  money  and  prioritized  needs,  not  because  of  some 
percentage  of  allocation  to  any  one  nation  that  took  place  that 
many  years  ago. 

Greece  and  Turkey  are  going  to  be  problematic  because  we  cer- 
tainly did  not  expect  the  administration  to  make  any  such  request 
this  year. 

The  demining  monies  are  very  important.  I  don't  know  what  the 
administration  has  done  or  suggested  with  respect  to  the  language 
Senator  Leahy  put  in  the  bill  last  year  that  had  to  do  with  the 
worldwide  banning  of  mines.  I  think  that  is  a  very  important  step 
that  we  are  going  to  have  to  look  at. 

Bosnia  is  a  classic  example.  We  have  had  a  million  outstanding 
mines  in  Bosnia  that  are  going  to  kill  people  for  the  next  20  years 
maybe.  I  don't  know  what  the  Defense  Department  or  the  State  De- 
partment are  doing  about  the  Leahy  language,  but  I  think  it  is  im- 
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portant  that  we  recognize  that  is  a  very  serious  concern  of  Senator 
Leahy. 

We  welcome  Ms.  Pelosi  here  today. 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman.  Was  that  in  the  form  of 
a  question? 

Mr.  Callahan.  I  will  open  up  5  minutes  to  each  Member. 

Ms.  Pelosl  Are  we  going  to  wait  to  hear  a  comment  in  response 
or  shall  I  start  with  my  questions? 

Mr.  Callahan.  I  don't  think  I  asked  for  a  comment. 

Ms.  Davis.  Let  me  just  make  a  couple  of  points.  The  Secretary, 
as  you  know,  is  personally  engaged  in  trying  to  bring  peace  to  the 
Middle  East,  and  is  certainly  the  person  who  is  the  expert  on  all 
the  details  of  that,  but  I  can  assure  you  as  he  reviewed  the  situa- 
tion that  you  described,  he  understands  and  has  concerns  as  the 
amounts  of  monies  go  down  how  we  keep  the  right  priorities  under 
these  changing  circumstances.  His  view — as  he  made  his  rec- 
ommendation to  the  President  and  now  the  President's  budget  to 
you — is  that  we  are  at  such  a  critical  point  in  the  peace  process 
today  that  we  need  to  sustain  those  levels  in  the  coming  year,  and 
that  everything  happening  there  suggests  our  support  for  those 
taking  risks  for  peace  is  so  important  to  taking,  we  hope,  the  final 
steps  to  its  accomplishment,  so  we  will  be  in  the  situation  where 
we  will  have  peace  and  we  can  think  about  that  kind  of  future.  But 
we  are  not  there  today  and  it  is  very  important  that  we  not  unset- 
tle this  process  in  any  way  by  moving  away  from  the  commitments 
that  we  have  made. 

We  are  prepared  to  go  into  the  details  with  you  or  your  staff  as 
to  each  of  these  programs  and  persuade  you  that  these  are  pro- 
grams that  have  a  real  basis,  and  that  they  aren't  done  just  be- 
cause there  is  a  percentage  here  or  some  other  percentage  there. 
These  are  real  programs  looked  at  carefully. 

I  hope  we  will  have  a  chance  to  talk  through  the  issue  of  Greece 
and  Turkey.  We  presented  to  you  last  year  the  request  that  would 
finish  the  program  of  F-16s  and  that  has  been  completed,  and  now 
what  we  have  turned  to  is  a  request  that  will  look  to  sustain  the 
maintenance  of  equipment  that  has  gdready  been  provided.  It  is 
part  of  the  program  that  we  had  in  the  past  that  we  would  like  to 
continue  in  the  future  and  would  like  to  find  the  time  to  persuade 
you  that  that  is  the  best  use  of  a  very  small  amount  of  money  for 
these  loans. 

We  are  requesting  $6  million  for  these  demining  programs  which 
takes  care  of  the  problems  that  we  inherit,  but  the  longer-term 
problem  of  how  we  don't  have  these  problems  in  the  future  is  one 
that  Senator  Leahy  has  been  the  leader  in  trying  to  bring  attention 
to  the  world.  It  is  a  goal  that  we  share  with  him  and  we  are  work- 
ing with  him  to  see  how  we  can  join  in  that  overall  goal. 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman.  Welcome  Sec- 
retary Davis  and  Secretary  Slocombe,  welcome  back.  I  was  very 
pleased  to  hear  your  response  to  our  Chairman's  statement  and  I 
completely  agree  with  both  of  you. 

Mr.  Chairman,  we  must  subject  the  spending  to  the  very 
harshest  scrutiny.  I  agree  that  harshest  scrutiny  should  still  result 
in  our  strong  support  for  Middle  East  peace  in  terms  of  Camp 
David  funding  that  we  provide  there.  The  time  may  come  when  we 
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may  not  come  to  that  conclusion,  but  I  agree  that  it  certainly  is  not 
now  especially  in  light  of  progress  made  in  the  peace  process.  I  sup- 
port Secretary  Davis'  comment,  but  I  also  associate  myself  with 
your  concern  about  subjecting  all  this  spending  to  scrutiny  year  in 
and  year  out. 

china's  nonproliferation  behavior 

I  was  pleased  to  hear  both  of  you  talk  about  the  importance  of 
nonproliferation  and  counterproliferation.  In  your  full  statement, 
Secretary  Davis,  you  reiterate  Secretary  Christopher's  comments  to 
our  committee  that  nonproliferation  is  a  high  priority  in  our  foreign 
policy.  It  is  in  that  spirit  that  I  ask  you  to  bring  us  up  to  date  on 
what  the  administration  is  doing  on  the  proliferation  of  nuclear 
technology  from  China  to  Pakistan  in  terms  of  your  decision  about 
whether  to  issue  sanctions  or  not. 

Ms.  Davis.  Let  me  bring  you  up  to  date.  There  is  no  new  news 
here  in  the  sense  that  we  have  been  very  concerned  by  the  reports 
we  have  received  with  respect  to  cooperation  that  China  has  ongo- 
ing with  Pakistan.  Our  overall  goal — as  is  your  goal — is  to  bring 
China's  nonproliferation  behavior  into  conformity  with  their  inter- 
national obligations  and  commitments  to  the  nonproliferation  trea- 
ty. 

In  the  course  of  discussions  that  Secretary  Christopher  has  had 
with  the  Foreign  Minster,  we  believe  we  have  a  better  understand- 
ing of  the  issues,  and  our  concerns  have  not  been  resolved,  and  we 
are  still  considering  this  issue  with  respect  to  the  different  statutes 
that  may  be  brought  into  play  by  the  information  that  we  have  re- 
ceived. 

While  we  are  going  about  that  review,  we  have  asked  the  Export- 
Import  Bank  not  to  go  ahead  with  any  loans,  not  to  accept  or  reject 
but  simply  to  put  on  hold  these  loans,  so  that  during  the  time  of 
this  consideration  we  are  acting  consistent  with  what  might  have 
been  required  had  we  made  a  sanctions  determination.  The  Sec- 
retary has  said  that  these  issues  are  extraordinary  in  their  com- 
plexity and  raising  a  number  of  legal  information  and  policy  issues, 
and  he  is  himself  seized  with  these  and  no  decision  has  yet  been 
made. 

Ms.  Pelosi.  I  appreciate  that.  In  my  view,  the  proliferation  issue 
is  the  most  serious  one  that  we  have  to  face.  If  the  U.S.  is  going 
to  be  serious  about  nonproliferation,  we  can't  always  appear  to  be 
looking  for  an  out  as  to  how  not  to  issue  sanctions.  I  have  said  to 
the  Secretary  of  State  and  the  Secretary  of  Defense,  if  sanctions 
are  the  obstacle,  if  the  sanction  is  not  palatable,  come  to  Congress 
and  change  the  sanction,  but  let's  not  say  that  when  there  is  a 
business  involved  we  have  to  look  at  the  sanctions  differently  than 
we  might  if  it  were  a  country  where  we  weren't  worried  about  a 
future  business  relationship. 

As  a  member  of  the  Intelligence  Committee  and  as  one  who  seeks 
to  reduce  spending  on  intelligence,  I  think  we  have  to  have  excel- 
lent intelligence,  which  I  think  we  have,  that  is  irrefutable.  Then 
we  must  go  to  the  proliferator  and  say  we  know;  go  to  our  allies 
and  say  here  is  our  information,  we  know. 

If  we  are  serious  about  proliferation,  we  have  to  do  something 
about  it.  The  sanctions  are  not  a  credible  threat  now.  Everybody 
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knows  the  business  community  will  ultimately  weigh  in,  but  I  am 
hopeful  that  might  not  be  the  case  because  this  is  so  serious. 

I  hope  that  in  your  deliberations  you  will  consider  what  sanctions 
might  be  a  credible  threat  that  you  would  be  willing  to  use  that 
don't  relate  necessarily  to  the  business  community.  I  go  to  my  next 
point  about  Iran  and  the  priority  the  Administration  has  given  to 
the  embargo  on  Iran.  Yet  we  know  that  China  has  transferred  ad- 
vanced missile  technology  to  Iran  and  questionable  chemical  tech- 
nology transfers  in  relationship  to  chemical  weapons  production  to 
Iran.  Let's  just  focus  on  the  advanced  missile  technology,  which  is 
irrefutable.  Yet  because  it  is  China,  we  look  the  other  way.  If  it 
were  another  country,  we  might  not. 

We  want  our  nonproliferation  efforts  to  be  credible  and  to  be  ef- 
fective and  I  hope  that  at  the  end  of  the  day  that  is  what  will  come 
out  of  this.  If  we  let  this  one  go  I  fear  for  what  will  come  next. 
Thank  you. 

Mr.  Callahan.  Mr.  Packard. 

Mr.  Packard.  Let  me  follow  up  with  your  question  to  give  a  little 
more  definition  of  what  your  program  will  call  for.  I  understand 
that  the  Nonproliferation  and  Disarmament  Fund  have  taken  over 
for  the  Nunn-Lugar  program,  in  regard  to  their  threat  reduction 
program.  We  know  that  Russia  has  been  a  virtual  sieve  as  far  as 
the  flow  of  nuclear  material  and  nuclear  information  and  maybe 
even  nuclear  products  moving  to  countries  of  concern,  and  that 
there  is  an  election  coming  up  there  which  gives  us  concern. 

Is  the  program  working  there?  And  if  the  elections  turn  out  dif- 
ferently than  we  would  hope,  what  would  be  our  course  of  action 
in  Russia? 

Mr.  Slocombe.  We  believe  the  threat  reduction  program,  most  of 
which  will  be  retained  in  defense,  but  the  150  account  is  also  im- 
portant, is  working  very  well.  There  are  obviously  problems.  We 
and  the  Russians  are  concerned  about  the  proper  transfers.  We 
have  been  able  as  a  result  of  this  program  to  get  rid  of  literally 
thousands  of  nuclear  warheads  to  improve  the  system  of  internal 
controls  that  they  have,  to  improve  the  safety  with  which  they 
move  nuclear  materials  and  nuclear  weapons  around.  So  I  think 
that  the  Nunn-Lugar  program  has  worked  very  well. 

We  have  a  serious  problem  in  Russia  about  the  nuclear  assist- 
ance to  Iran.  It  is  important  to  put  that  in  perspective.  The  Rus- 
sians say  accurately  that  this  is  the  kind  of  program  which  does 
not  prohibit  what  they  are  proposing  to  do,  does  not  prohibit  them 
under  their  nonproliferation  obligations.  They  do  maintain  that 
there  is  concern  about  the  problem  of  proliferation  and  that  they 
think  this  is  an  adequately  safeguarded,  protected  program. 

We  don't  believe  that.  We  don't  agree  with  them  on  that  point. 
This  is  not  a  situation  where  the  Russian  government  would  say 
we  can  make  a  buck  here.  This  is  not  a  situation  in  general  in 
which  the  Russian  attitude  toward  proliferation  is  one  of  indiffer- 
ence. There  is  a  serious  problem  and  a  disagreement  about  im- 
provements of  what  they  are  doing  with  respect  to  Iran,  but  I  think 
that  should  not  be  misread  as  a  general  Russian  indifference. 
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Mr.  Packard.  Will  our  security  assistance  to  Russia,  do  you 
think,  change  if  the  elections  turn  out  badly  for  us? 

Mr.  Slocombe.  If  the  elections  turn  out  badly  and  if — ^we  believe 
that  President  Yeltsin  has  a  fair  chance  of  winning.  We  will  judge 
the  Russian  Government  like  any  other  government,  on  the  basis 
of  what  they  do  and  not  on  our  judgment  of  personality  in  the  per- 
son elected.  Obviously,  the  policies  of  the  Russian  Grovemment  with 
respect  to  this  or  an3^hing  else,  we  would  have  to  look  very  care- 
fully at  what  our  policies  would  be.  I  don't  want  that  to  be  mis- 
understood, that  if  Yeltsin  doesn't  win,  the  day  after  we  will  go  to 
another  Cold  War. 

Ms.  Davis.  The  programs  that  are  currently  within  the  budget 
that  we  are  describing  to  you  today  cover  programs  that  used  to 
be  in  the  Defense  Department  but  were  moved  to  the  State  Depart- 
ment because  they  involved  programs  having  to  do  with  export  con- 
trols and  could  be  integrated  with  other  ongoing  programs,  some- 
thing that  we  have  been  doing  for  many  years. 

We  also  took  over  responsibility  for  these  science  centers  which 
attract,  through  projects  in  the  centers,  those  scientists  who  used 
to  do  work  in  weapons  programs  and  now  are  turning  their  talents 
to  peaceful  kinds  of  projects.  So  I  would  urge  your  support  if  you 
are  concerned  with  how  Russia  is  dealing  with  the  fact  that  they 
have  inherited  vast  amounts  of  nuclear  materials  as  they  dismantle 
their  nuclear  weapons,  as  well  as  scientists  with  this  knowledge. 
These  two  programs  having  to  do  with  export  controls  and  science 
centers  go  directly  to  that  problem.  It  is  our  small  contribution  to 
trying  to  take  care  of  that  problem. 

ISRAEL 

Mr.  Packard.  Let  me  transfer  the  Chairman's  comments  to  a 
question  about  the  commitment  Defense  Secretary  Perry  reportedly 
made  to  Prime  Minister  Peres.  It  was  about  a  $20  million  commit- 
ment, was  it  not? 

Mr,  Callahan.  I  don't  know  the  numbers.  You  are  talking  about 
the  latest 

Mr.  Packard.  In  terms  of  the  military  cooperative  agreement. 
How  is  that  going  to  be  funded?  Are  you  asking  this  committee  to 
add  that  to  our  overall  budget  or  have  you  given  thought  from 
which  funds  we  will  take  that  $20  million  figure? 

Mr.  Slocombe.  We  are  not  asking  this  committee  to  provide  the 
funding.  It  is  a  joint  effort.  This  is  a  so-called  tactical  high  energy 
laser,  or  Nautilus,  a  project  the  United  States  has  had  under  way 
for  a  good  many  years  now.  It  is  an  Army  program;  there  is  some 
money  in  the  Army  R&D  budget  already.  The  total  amount  over  3 
years  will  be  a  joint  commitment  of  $70  million  over  the  three-year 
period. 

Israel  has  indicated  that  they  will  pay  $250  million  for  this  year. 
We  are  looking  within  the  DOD  for  where  we  can  find  the  addi- 
tional money,  which  will  be  1997  money;  for  the  Army's  share,  or 
the  U.S.  share,  it  will  be  $50  million  max. 

The  program,  I  should  also  say,  has  milestones  in  it,  at  which 
point  we  will  make  decisions,  and  Israel  will  have  to  make  deci- 
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sions  about  what  they  want  to  do  with  the  program  as  we  go  for- 
ward. The  purpose  here  is  to  put  the  prototypes,  get  the  prototypes 
up  and  running  to  field  test  in  Israel  as  a  way  of  demonstrating 
a  technology  against  a  very  real  and  serious  threat  to  Israel  and 
one  which  we  could,  the  U.S.  military  could  also  face  in  certain  cir- 
cumstances. 

We  have  not  made  final  decisions  about  funding.  Since  this  will 
be  a  joint  program,  it  is  unlikely  this  will  all  come  from  us. 

Mr.  Callahan.  Mr.  Knollenberg. 

Mr.  Knollenberg.  Thank  you,  Mr.  Chairman. 

NORTH  KOREA  NUCLEAR  PROGRAM 

I  don't  recall  if  it  was  you  that  made  the  comment  about  the 
North  Korean  nuclear  program  being  very  dangerous. 

Mr.  Slocombe.  Yes. 

Mr.  Knollenberg.  How  dangerous  is  it? 

Mr.  Slocombe.  A  lot  less  dangerous  now  than  it  was  when  the 
framework  agreement  was  done.  As  a  result  of  the  framework 
agreement,  the  running  of  this  processing  which  had  the  capacity 
of  turning  out  nuclear  material  sufficient  for  something  like  five  or 
six  bombs  a  year,  that  line  has  been  turned  off.  There  are  IAEA 
inspectors  at  the  site  and  the  line  has  been  turned  off.  It  is  not 
running.  That  is  an  extremely  important  limitation  that  the  North 
Koreans  have  accepted. 

In  addition,  we  have  American  contractor  personnel  at  the  site 
at  Pyong  Yong  who  are  in  the  process  of  stabilizing  the  spent  fuel 
rods  out  of  the  reactors 

Mr.  Knollenberg.  This  was  the  reactor  that  was  in  place  prior 
to  our  agreement? 

Mr.  Slocombe.  That  reactor  has  been  turned  off.  Construction  on 
the  other  reactor  has  been  stopped.  The  freeze  is  in  place  by  de- 
grees. 

One  of  the  other  things  which  we  are  doing  is,  we  are  taking  the 
fuel  rods  which  contain  the  raw  material — they  were  stored  in 
pools.  In  the  natural  process,  they  deteriorate.  We  have  an  Amer- 
ican contractor  on  the  site  who  is  working  on  stabilizing  those  fuel 
rods  so  they  can  be  dealt  with  eventually  as  part  of  the  overall  pro- 
gram. This  is  a  situation  which,  as  a  result  of  limited  financial  sup- 
port by  the  United  States,  we  are  leveraging  very  much  a  lot  of 
contributions,  first  of  all  from  Japan  and  Korea,  but  also  from  oth- 
ers. 

Mr.  Knollenberg.  What  was  the  funding  formula  again?  I  know 
Japan  is  a  bigger  part. 

Ms.  Davis.  South  Korea  will  be  doing  the  major  things. 

Mr.  Knollenberg.  Who  are  the  other  countries  that  are  contrib- 
uting? 

We  will  take  for  the  record  the  list:  Japan,  Australia,  Republic  of  Korea,  Canada, 
United  Kingdom,  Germany,  New  Zealand,  Netherlands,  Brunei,  Singapore,  Malay- 
sia, Indonesia,  Thailand,  and  Finald  are  contributing  to  KEDO.  In  addition,  France, 
the  European  Union,  Italy,  Argentina,  Norway,  and  the  PhilUppines  have  shown 
support  by  pledging  contributions. 

Mr.  Slocombe.  In  terms  of  the  total  program.  South  Korea  and 
Japan,  but  a  number  of  oil  producing  countries  are  contributing,  for 
example,  Indonesia. 
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Mr.  Knollenberg.  Does  it  conform  with  a  complete  view  of  ev- 
erything that  should  be  inspected? 

Mr.  Slocombe.  IAEA  has  on  site  regular  inspectors,  and  they  are 
satisfied. 

Mr.  Knollenberg.  They  had  some  trouble  at  first? 

Mr.  Slocombe.  There  were  a  lot  of  problems  before  the  agree- 
ment was  made.  They  were  always  threatening  to  kick  the  inspec- 
tors out.  That  has  been  stabilized  now. 

There  continues  to  be — I  don't  deny  the  fact,  there  continues  to 
be  a  question  about  what  was  the  disposition  of  the  plutonium  that 
came  out  of  the  reactor  some  years  ago,  in  1991,  when  it  was  de- 
fused. That  continues  to  be  an  issue. 

Mr.  Knollenberg.  We  don't  know  where  that  is? 

Mr.  Slocombe.  No. 

Mr.  Knollenberg.  That  could  be  used  to  create  or  spawn  some 
kind  of  homemade  bomb? 

Ms.  Davis.  What  we  don't  know  is  what  happened  in  the  past, 
but  what  we  do  know  is  that  nothing  more  is  happening  today,  and 
before  we  provide  the  two  reactors  and  before  we  will  have  imple- 
mented fully  the  agreement,  we  will  have  learned  about  that  his- 
tory. 

Let  me  say,  for  only  $25  million  in  fiscal  year  1997  we  will  make 
a  contribution  that  keeps  this,  keeps  this  agreement  on  track.  I 
didn't  want  you  to  forget 

Mr.  Livingston.  Will  the  gentleman  yield? 

Mr.  Packard.  Of  course. 

Mr.  Livingston.  Boy,  have  we  got  a  deal  for  you.  That  is  what 
I  hear  you  say.  We  are  putting  up  our  $25  million  and  that  goes 
for  the  oil,  right? 

Ms.  Davis.  Some  administrative  costs  and  care  of  the  spent  fuel. 

Mr.  Livingston.  What  is  Japan  putting  up? 

Mr.  Slocombe.  Japan — in  round  numbers,  the  Japanese  con- 
tribution will  be  a  billion  dollars,  and  they  have  made  substantial 
contributions.  We  will  get  the  number  for  the  record. 

Mr.  Slocombe.  In  getting  this  process  under  way. 

Mr.  Livingston.  Have  they  spent  over  $50  million  yet? 

Mr.  Slocombe.  I  don't  want  to  guess. 

Mr.  Livingston.  Is  it  bigger  than  a  bread  box? 

Mr.  Slocombe.  It  is  a  lot  bigger  than  a  bread  box.  Whether  it 
is  bigger  than  $50  million,  I  don't  know. 

KEDO 

Mr.  Callahan.  My  recollection  of  KEDO,  we  originally  appro- 
priated $13  million  and  during  the  process  it  was  increased  to  $22 
million.  I  understand  that  all  of  it  was  to  be  used  for  heavy  fuel 
oil,  is  that  correct,  except  $3  million  for  administrative  expenses? 

Ms.  Davis.  That  is  correct. 

Mr.  Callahan.  You  just  mentioned  that  an  American  contractor 
is  over  there  talking  about  a  contract  with  some  of  the  spent  fuel 
or  some  of  the  stabilization — who  is  paying  him? 

Mr.  Slocombe.  DOE. 

Mr.  Callahan.  The  Department  of  Energy  is  making  contribu- 
tions to  KEDO? 

Mr.  Slocombe.  Not  KEDO.  To 
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Mr.  Callahan.  This  was  all  part  of  KEDO? 

Mr.  Slocombe.  Yes,  part  of  the  framework. 

Mr.  Callahan.  How  much  is  DOE  contributing? 

Mr.  Slocombe.  I  will  have  to  get  you  the  number 

Mr.  Callahan.  Is  it  a  significant  amount  of  money? 

Mr.  Slocombe.  I  think  anything  over  a  million  dollars  is  signifi- 
cant, so  it  is  significant  by  that  standard,  but  it  is  not  a  great  deal 
of  money. 

Mr.  Callahan.  Your  $3  million  in  administrative  expenses,  is 
that  going  to  be  a  constant  thing,  and  how  long  is  that  going  to 
last? 

Mr.  Slocombe.  I  want  to  be  realistic.  I  expect  the  United  States 
will  be  making  contributions  to  this  project  for  the  duration  of  the 
project,  which  is  going  to  be  5,  10  years,  just  as  this  is  a  long-term 
effort  which  other  countries  are  putting  up  overwhelmingly  the 
bulk  of  the  money 

Mr.  Callahan.  The  United  States  is  putting  up  about  $3  billion 
a  year  in  military  efforts  in  South  Korea,  too,  so  we  are  not  just 
neglecting  Korea. 

Mr.  Slocombe.  A  point  we  frequently  make  when  people  ask 
why  we  don't  pay  the  bills. 

Ms.  Davis.  Essentially  what  we  have  offered  to  the  North  Kore- 
ans during  the  time  in  which  they  close  down  their  old  reactors 
and  get  the  new  reactors,  is  that  we  will  help  them  with  their  en- 
ergy. That  seemed  a  reasonable  contribution  to  the  overall  frame- 
work. We  have  been  more  successful  in  our  diplomacy  to  get  others 
to  contribute  by  working  through  our  special  Ambassador,  Ambas- 
sador Paul  Cleveland.  Pieces  of  this  have  gone  into  various  parts, 
but  we  have  somebody  who  heads  up  KEDO,  Steve  Bosworth,  and 
we  have  Ambassador  Cleveland  taking  on  the  task  of  trying  to  gain 
monetary  support  for  the  activities. 

Ambassador  Gallucci  is  going  off  to  be  Dean  of  Georgetown.  That 
is  not  going  to  change  the  commitment  to  carry  this  through.  The 
main  point  here  is  that  we  are  not  going  to  let  this  deal  fail  be- 
cause Americans  are  not  doing  our  part;  but  on  the  other  hand,  we 
are  making  sure  that  others  do  as  much  of  that  part  as  we  can  pos- 
sibly make  happen. 

Mr.  Callahan.  How  long  is  this?  Are  we  ever  going  to  wean 
Korea  from  the  need  of  our  assistance  to  operate  their  plants?  I 
know  the  mission  of  stopping  them  from  having  the  nuclear  plants 
is  one  thing,  and  we  are  accomplishing  that,  but  does  that  mean 
we  are  forever  committed  to  fund  the  heavy  fuel  oil  needs  of  this 
project? 

Ms.  Davis.  As  the  new  reactors  come  on,  that  will  provide  them 
with  the  energy  that  currently  is  being  provided  through  the  heavy 
fuel.  So  this  is  a  transition  period  between  the  time  they  close 
down  their  old 

Mr.  Callahan.  So  years? 

Ms.  Davis.  It  will  take  time  to  build  these  reactors,  so  the  esti- 
mate is  ten  to  12  years  to  build  the  reactors.  That  will  be  the  pac- 
ing as  well  as  North  Korea's  commitment  to  understanding  of  the 
history  of  the  nuclear  program  so  that  questions  that  we  ever  have 
about  this  are  resolved  before  this  is  done. 
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Mr.  Knollenberg.  If  I  can — let  me  follow  up.  Can  you  provide, 
could  you  give  us  the  participation  levels  by  the  other  countries? 
Ms.  Davis.  Yes. 
[The  information  follows:] 

Topic:  Participation  Levels  by  Other  Countries 

So  far,  Japan  and  the  Republic  of  Korea  have  contributed  $5.8  and  $1.8  milUon, 
respectively.  However,  this  doesn't  include  the  bilUons  of  dollars  they  will  spend  on 
the  light  water  reactor  project  established  in  the  U.S.-DPRK  Agreed  Framework, 
or  the  $19  million  Japan  set  aside  for  collateral  for  KEDO  borrowing  to  cover  heavy 
fuel  oil  costs.  In  addition,  Australia  has  contributed  $5  million;  Canada,  $2  million; 
Germany,  $1  million;  United  Kingdom,  $1  million;  Netherlands,  $500,000;  Brunei, 
$400,000;  New  Zealand,  $650,000;  Singapore,  Malaysia,  and  Thailand,  $300,000 
each;  and  Finland,  $100,000.  Several  of  these  countries  have  pledged  additional 
amounts  for  1996.  Finally,  Indonesia  will  contribute  $600,000  in  1995-96,  and  sev- 
eral other  countries  have  shown  support  by  pledging  contributions  at  various  levels, 
including  France  at  $2  million;  the  European  Union  at  $6.2  million;  Italy  at 
$620,000;  fforway  and  Argentina  at  $200,000  each;  and  Philippines  at  $150,000. 

Mr.  Slocombe.  To  give  you  a  number,  the  piece  of  paper  in  front 
of  me  says  the  Japanese  have  provided  $19  million  to  KEDO.  Be- 
fore you  take  that  as  the  answer,  let  me  make  sure  that  is  the  an- 
swer across  the  board. 

Mr.  Knollenberg.  The  ROK  and  Japan  will  be  the  major  con- 
tributors, but  before  you  present  me  the  list,  we  think  at  the  end 
it  would  still  be  basically  the  United  States,  Japan  and  the  ROK? 

Mr.  Slocombe.  Until  we  get  the  list,  it  is  hard  to  say.  The  big 
contributors  are  not  the  United  States,  except  for  the  point  you 
very  legitimately  make,  we  provide  the  defense.  The  big  contribu- 
tors are  going  to  be  Japan  and  Korea  for  the  reactors.  A  number 
of  countries  are  putting  in  significant  money  compared  to  the  $20 
million  $30  million  we  are  putting  in.  The  EU  is  putting  in — we 
can  get  you — the  EU  is  going  to  put  in  significant  money.  A  num- 
ber of  countries  are  in-kind  with  heavy  fuel  oil. 

Mr.  Knollenberg.  Mr.  Chairman,  I  will  yield  back.  Do  we  have 
time  for  another  round? 

Mr.  Callahan.  We  do. 

On  KEDO,  there  has  always  been  a  lot  of  interest.  If  I  were  to 
take  the  members  of  this  committee  to  Korea  to  see  how  we  are 
spending  our  money,  where  would  we  go? 

Ms.  Davis.  You  would  not  go  to  find  out  where  the  money  is 
being  spent  now;  it  is  largely  to  get  the  reactors  ready.  Contracts 
are  being  put  in  place.  You  would  go  and  see 

Mr.  Callahan.  Where  is  the  administrative  office  of  our  KEDO 
operation? 

Mr.  Slocombe.  I  think  it  is  in  New  York. 

Mr.  Callahan.  That  is  where  the  $3  million  is  spent,  most  of  it? 

Ms.  Davis.  The  administrative  part,  yes. 

Mr.  Callahan.  How  many  employees  would  you  guess  they 
have? 

Ms.  Davis.  We  need  to  get  you  all  the  background. 

Mr.  Callahan.  I  would  like  a  breakdown  of  the  administrative 
expenses  of  KEDO  and  the  amounts  of  money  that  the  other  na- 
tions are  providing  towards  that  effort  and  what  we  see  at  this 
point  as  our  long-term  obligation,  although  I  still  contend  we  are 
not  obligated. 

[The  information  follows:] 
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Long  Term  "Obligations"  to  KEDO 

The  U.S.  has  no  legal  obligation  as  a  member  of  KEDO  to  make  financial  con- 
tributions. Neveri;heless,  in  testimony  to  Congress  January  1995,  Secretary  Chris- 
topher stated  that  the  U.S.  would  provide  financial  support  for  KEDO  up  to  $30  mil- 
lion per  year.  We  anticipate  that  financial  support  will  continue  until  implementa- 
tion of  the  Agreed  Framework  requirements  for  the  construction  of  two  light-water 
reactors  and  the  dismantlement  of  North  Korea's  existing  nuclear  program  is  com- 
plete. According  to  the  Agreed  Framework,  and  the  KEDO-DPRK  Reactor  Supply 
contract,  best  efforts  will  be  made  to  complete  that  process  by  2003. 

Mr.  Slocombe.  And  we  are  not.  We  are  only  obligated  to  the 
countries  to  pick  up  their 

Mr.  Callahan.  They  have  an  obligation,  too. 

Mr.  Slocombe.  It  is  a  group  of  sovereign  countries  and  each  is 
contributing  something. 

Mr.  Callahan.  Mr.  Chairman,  I  interrupted  you. 

Mr.  Livingston.  I  was  on  Mr.  Knollenberg's  time. 

Mr.  Callahan.  Let  the  record  reflect  that  Mr.  Knollenberg  took 
more  time  than  Ms.  Pelosi  did.  We  want  to  start  another  round  of 
questions  then. 

Ms.  Pelosi.  Is  our  Chairman  going  to  start? 

Mr.  Livingston.  I  yield. 

Ms.  Pelosi.  I  am  sorry  if  I  went  beyond  the  time.  I  usually  watch 
the  hourglass. 

china's  nonproliferation  behavior 

I  want  to  ask  a  few  follow-up  questions.  Following  up  on  our  dia- 
logue about  the  proliferation  issue,  Secretary  Davis,  have  you  made 
any  recommendation  to  Secretary  Christopher  that  you  can  share 
with  us  about  the  ring  magnet  situation? 

Ms.  Davis.  First  of  all,  Mr.  Chairman,  could  I  come  back  briefly 
on  your  earlier  point  just  to  respond  to  the  implication  of  your 
question,  which  I  would  take  some  issue  with,  and  that  is  that  we 
are  not  carrying  out  the  laws  consistent  with  our  understanding  of 
the  situation  in  each  of  these  cases  with  respect  to  China's  activi- 
ties. Each  of  these  laws  raises  different  standards  and  requires  dif- 
ferent requirements  under  the  law,  and  I  think  you  understand 
that  there  is  no  one  more  committed  than  I  am  personally,  and  the 
Secretary  is,  to  carrying  out  our  nonproliferation  laws  and  these 
laws. 

We  have  taken  hard  steps  in  the  past  to  do  sanctions  and  in  this 
case  will  do  that  if  we  believe  a  violation  has  occurred.  Secretary 
Christopher  is  reviewing  this  information.  It  is  his  responsibility  to 
make  a  recommendation  to  the  President,  and  it  is  something  that 
has  the  highest  attention,  even  as  he  is  doing  other  very  high  very 
priority  tasks  around  the  world.  So  I  didn't  want  to  leave  that 

Ms.  Pelosi.  I  appreciate  that.  If  you  could  tell  us  if  you  have 
made  a  recommendation  that  you  can  share  with  us? 

Ms.  Davis.  I  would  leave  that  as  my  personal  responsibility. 

Ms.  Pelosi.  I  assume  that  by  virtue  of  your  position,  you  have 
made  a  recommendation  but  you  cannot  share  it  with  us. 

Ms.  Davis.  At  this  point  in  time,  he  has  responsibilities  and  is 
taking  the  advice  of  many  of  us. 

Ms.  Pelosi.  Another  subject.  A  yes  or  no  would  suffice.  When  we 
were  talking  about  the  Arrow  missile  project 
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Mr.  Slocombe.  The  thing  that  was  announced  this  weekend  is 
different  from  Arrow. 

Ms.  Pelosi.  I  just  want  to  be  assured  that  it  was  different  from 
that  and  if  either  of  those  was  capable  of  shooting  down  a  C-802 
missile,  assuming  that  Iran  is  one  of  the  problems;  can  we  stipu- 
late that  Iran  may  be  a  potential  adversary  in  this  situation? 

Mr.  Slocombe.  Yes. 

Ms.  Pelosi.  Can  we  further  assume  that  it  might  be  necessary 
for  one  of  these  projects  to  be  able  to  shoot  down  a  C-802  missile? 

Mr.  Slocombe.  Yes. 

Ms.  Pelosl  Are  they  capable  of  that? 

Mr.  Slocombe.  The  high  energy  laser  missile  is  not.  I  would 
have  to  take  the  question  whether  the  Arrow  would  in  principle  be 
able  to  do  it  against  that  specific  threat.  That  is  a  technical  ques- 
tion to  which  I  would  have  to  get  a  technical  answer.  I  wanted  to 
be  clear  that  the  THEL,  the  tactical  high  energy  laser  is  suitable 
for  the  Katyusha  type  situation  but  almost  certainly  will  not  work 
against  a  ballistic  missile  with  the  kind  of  heat  shield  which,  again, 
I  assume  this  Chinese  missile  has. 

Ms.  Pelosl  Mr.  Chairman,  at  the  risk  of  sounding  repetitious, 
my  point  here  is  that  China  is  selling  these  C-802  missiles  to  Iran. 
We  are,  on  the  other  hand,  very  concerned  and  spending  a  great 
deal  of  money  to  enforce  Middle  East  peace  and  so  we  are  going 
around  in  a  circle  if  we  ignore  the  advanced  missile  technology  sale 
to  Iran  and  then  have  to  fortify  the  Middle  Eastern  countries  in 
order  to  fight  the  potential  use  of  a  C-802  missile  that  might  be 
used  against 

Mr.  Livingston.  Will  the  gentlelady  yield? 

I  think  you  have  an  excellent  point,  and  I  hope  one  of  the  ways 
to  compensate  for  this  is  to  spend  a  lot  of  money  on  the  Navy  pro- 
grams here  and  Lower  Tier  programs  and  stop  all  of  this  foolish- 
ness about  CONUS-based  national  missile  defense. 

The  conversation  you  have  engaged  in  here  in  the  last  five  min- 
utes verified  that  the  old  liberal  response  that  Star  Wars  will  never 
work  is  more  than  an  ostrich  sticking  its  head  in  the  sand.  The  fact 
is  that,  given  appropriate  monies  and  engagement  in  adequate  mis- 
sile defenses,  we  can  stop  that  missile,  not  necessarily,  possibly, 
with  these  systems  that  we  are  talking  about,  but  with  other  sys- 
tems. And  missile  defense  is  probably  the  very  best  way  for  the 
Middle  East  to  protect  itself  against  potential  devastation,  as  op- 
posed to  engaging  in  the  tj^es  of  conflict  that  we  saw  in  Lebanon 
just  a  few  weeks  ago. 

Ms.  Pelosi.  Reclaiming  my  time,  the  point  I  think,  though,  is 
prevention.  In  other  words,  that  is  one  side  of  the  argument. 

The  other  side  of  the  argument  is,  why  should  we  turn  our  head 
when  we  see  the  proliferation  happening  when,  in  fact,  this  Admin- 
istration has  made  sales  to  Iran  an  issue  and,  yet,  we  find  our- 
selves in  a  circle? 

So  while  we  can  make  all  the  arguments  we  want  about  more 
spending  to  be  able  to  fight  the  proliferation  that  is  taking  place, 
I  come  back  to  my  first  point,  which  is  that  nonproliferation  is  a 
high  priority  of  our  foreign  policy,  and  wouldn't  it  be  better  for  us 
not  to  have  this  kind  of  technology  in  the  hands  of  rogue  countries 
to  begin  with? 
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Mr.  Livingston.  If  the  gentlewoman  would  yield  further,  I  would 
say  that  you  are  never  going  to  prevent  it.  It  is  going  to  proliferate. 
Weapons  systems  exist  and  they  are  lethal,  and  as  long  as  they 
exist,  one  ought  to  be  looking  for  defenses  against  those  systems; 
and  this  administration  has  been  woefully  inadequate  in  preparing 
not  only  foreign  nations  to  defend  against  such  incoming  systems, 
but  our  own  people.  We  cannot  defend  against  such  missiles  in  this 
country  and  that,  to  me,  is  absolutely  astounding  when  we  know 
that  the  technology  exists  to  do  it.  That  is  why  the  Israelis  are 
sending  so  much  money  on  the  Arrow  system,  to  do  exactly  that. 

We  have  worked  hard  to  develop  the  capability  over  the  years, 
but  to  bury  our  heads  in  the  sand  and  say  that  we  are  not  going 
to  deploy  capable  systems,  that  we  are  not  going  to  use  off-the-wall 
technology  to  defend  our  peoples  and  other  peoples  against  such 
systems  frankly  is  the  height  of  folly. 

I  urge  the  gentlewoman,  join  with  us.  Join  with  us  in  the  crusade 
against  these  lethal  systems.  Not  by  telling  other  countries  they 
shouldn't  sell  them  to  each  other,  but  by  enabling  the  United 
States  and  all  its  allies  to  defend  against  such  incoming  systems. 

Ms.  Pelosi.  Not  only  by  telling  other  countries  not  to  sell  them 
to  each  other,  because  we  are  paying  for  them,  coming  and  going. 

Ms.  Davis.  Could  we  just  come  in  briefly?  Let  me  start  on  the 
nonproliferation  side,  and  he  will  talk  on  the  defense  side. 

We  have  worked  hard  to  prevent  arms  sales  to  Iran,  as  you 
know,  and  have  had  success  with  the  Russians  and  countries  in 
Central  Europe;  and  indeed  now  turn  our  attention  most  specifi- 
cally to  China,  which  is  the  main  continuing  arms  trader. 

The  missile  that  you  are  talking  about,  the  C-802  is  a  cruise 
missile,  nonballistic  missile;  and  we  have  raised  with  the  Chinese 
our  concerns  about  their  transfer  of  these  missiles,  which  has  now 
been  made  known  to  all  by  the  flight- testing  in  Iran.  We  are  look- 
ing at  the  implications  of  that  for  the  various  legislation  that  is  out 
there. 

But  the  point  here  is  that  from  the  nonproliferation  point  of 
view,  we  see  this  as  a  very  high  priority  and  have  raised  it  with 
the  Chinese  and  continue  to  do  so.  And  the  fact  that  we  have  been 
successful  with  others  doesn't  mean  that  we  don't  continue  to  try 
to  be  successful  with  the  Chinese. 

Mr.  Slocombe.  This  is  probably  not  the  place  for  extended  dis- 
cussion of  the  ballistic  missile  defense  issue;  just  to  say  that  we 
have  in  the  program  a  very  substantial  U.S.  effort  to  defend 
against  the  current  threat  in  the  tactical  theater  missile  defense, 
including  both  cruise  and  ballistic  missiles,  and  then  we  have  a 
technology  program  to  develop  an  option  to  deploy  national  missile 
defense.  That  part  of  the  program  is  every  bit  as  high  priority  as 
you  suggest  it  should  be. 

There  may  be  a  difference  about  whether  we  are  now  prepared 
to  commit  to  national  ballistic  defense.  But  on  the  point  at  issue 
here,  which  is  the  theater  level  of  defense,  whether  everybody 
agrees  there  is  a  current  threat,  nobody  disputes  that  the  techno- 
logical challenge  can  be  done.  We  have  a  number  of  programs 
which  parallel  our  own. 

Mr.  Livingston.  Mr.  Chairman,  if  I  may,  if  the  gentlewoman 
would  jdeld  further,  I  have  watched  this  program  develop  from  the 
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days  of  General  Graham,  High  Frontier,  and  invariably  I  have  been 
met  with  the  dogma  that  Star  Wars  will  never  work,  that  it  is  not 
capable,  it  can't  happen,  that  we  cannot  have  it.  And  now  the  tune 
is  shifting  because  we  know  it  does  work. 

The  laser  program  works  against  the  Katyusha  rockets  and  may 
well  work  against  others  as  we  continue  to  develop  that  system. 

The  fact  is  that  we  have  the  capability,  and  the  administration, 
notwithstanding  your  good  comments,  is  not  rapidly  deploying 
these  systems.  The  money  is  there  for  continued  development  and 
research,  but  there  is  no  deplojrment  money  whatsoever,  no  com- 
mitment from  this  administration  to  deploy  anything  until  after 
the  end  of  this  next  administration. 

Now  that  is  all  nice,  but  that  is  not  going  to  get  the  job  done. 
We  could  start  deploying  capable  systems  no  later  than  1998,  and 
now  we  start  the  talking  in  terms  of  the  years  2002,  2003,  2005. 
That  is  no  I  going  to  do  us  much  good  when  the  big  missiles  start 
dropping  in  the  late  1990s. 

Ms.  Pelosi.  Mr.  Chairman,  if  I  may  make  a  statement,  because 
it  is  obvious  we  are  going  to  have  more  rounds,  but  I  would  like 
to  make  one  further  point  to  my  line  of  inquiry.  That  is  one  of  the 
contentions  of  the  administration,  that  we  use  sanctions,  either  im- 
plementing them  or  not  implementing  them,  in  furtherance  of  im- 
proving the  proliferation  behavior  of  another  country. 

So  they  may  say,  if  we  issue  the  sanctions,  will  it  help  or  hurt 
the  cause?  And  one  of  the  contentions  the  administration  has  made 
to  us  is  that  it  is  in  the  interest  of  stopping  proliferation  for  us  to 
waive  a  sanction  or  just  have  a  limited  sanction.  And  what  have 
we  gotten  in  return?  We  started  with  China's  missile  technology 
transfer  to  Pakistan,  we  waived  the  sanctions.  Now  we  have  Chi- 
na's nuclear  technology  transfer  to  Pakistan  and  we  have  China's 
advanced  missile  technology  transfer  to  Iran. 

So  either  we  are  not  being  very  successful  or  we  are  not  trying 
hard  enough,  one  or  the  other.  That  is  why  some  of  us  have  some 
serious  concerns  about  the  nature  of  the  sanctions.  If  you  don't  like 
the  sanctions,  let's  change  the  sanctions,  but  let's  be  credible  in 
terms  of  what  we  say  we  are  going  to  do  when  we  say  we  are  going 
to  do  it. 

I  think  my  time  has  expired,  but  I  will  be  around  on  the  next 
round. 

Ms.  Davis.  It  is  certainly  the  case  that  we  have  continuing  con- 
cerns with  respect  to  Chinese  activities  in  Pakistan  and  Iran,  and 
we  are  putting  forth  every  effort  we  can  to  trying  to  resolve  those 
concerns;  but  we  have  had  small  success,  so  let  me  at  least  note 
that  for  the  record.  And  following  on  from  the  case  of  missile  sanc- 
tions with  respect  to  China's  activities  with  Pakistan,  we  were  able 
to  gain  Chinese  agreement  to  no  longer  export  globally  missiles 
with  the  characteristics  that  are  covered  by  the  missile  technology 
control  regime.  And  for  that  step  we  then  waived  those  sanctions. 
So  we  used  the  legislation  and  the  sanctions  determination  to  gain 
that  particular  change  in  Chinese  missile  nonproliferation  behav- 
ior. 

But  that  is  not  to  say  that  we  don't  still  have  more  work  to  do. 
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Ms.  Pelosi.  If  I  may  just  say,  the  Chinese  are  sajdng  what  they 
said  they  were  going  to  do  anyway  and  it  remains  to  be  seen  if  they 
will  do  it. 

Ms.  Davis.  They  have  been  doing  it  since  they  made  that  agree- 
ment in  1994. 

Mr.  Callahan.  Maybe  en  route  to  Korea  to  look  at  the  KEDO, 
we  could  have  this  conversation. 

I  think  that  what  we  have  to  do  is  the  same  thing  that  other  G7 
nations  are  doing.  We  have  got  to  somehow  or  another  divorce 
some  things  from  other  things.  Are  we  going  to  let  the  French  and 
the  Japanese  and  everybody  else  expand  commercially  into  China 
and  into  other  areas,  while  we  are  going  to  penalize  our  business 
community  because  they  have  human  rights  violations  or  because 
they  are  selling  missiles  to  Iran?  We  have  agreements,  and  if 
China  is  in  disagreement  with  or  is  violating  the  agreement,  then 
there  are  steps  to  take.  But  somehow  or  another  we  must  divorce 
or  separate,  anyway,  the  two  issues  of  economic  expansion  into 
some  of  these  areas. 

We  talk  about  military  capability  and  technology.  We  ought  to 
also  talk  about  economic  impact  and  the  infiltration  of  democracy 
and  free  enterprise  into  these  countries  helping  to  eliminate  some 
of  this  philosophy. 

Ms.  Pelosl  Will  the  gentleman  yield  on  that  point? 

Mr.  Callahan.  I  will  after  recognizing  Mr.  Packard  and  Mr. 
Knollenberg. 

MILITARY  ASSISTANCE  TO  TURKEY 

Mr.  Packard.  The  military  assistance  to  Turkey  and  Greece,  I 
thought  that  Turkey's  F-16  program  had  come  to  an  end.  What  is 
the  purpose  of  the  military  assistance  request  for  Turkey? 

Mr.  Slocombe.  It  is  correct  that  the  acquisitions  of  the  F-16s  is 
fully  funded.  The  money  for  Turkey  is  for  sustaining  existing 
equipment. 

A  lot  of  what  Turkey  has,  as  Secretary  Davis  said  in  her  state- 
ment, is  relatively  old  equipment.  This  is  funding  to  maintain  an 
effective  operation.  It  is  not  to  say  their  people  can  repair  it,  but 
it  is  used  to  do  upgrades  and  maintain  the  operability  of  these  sys- 
tems. We  have  lots  of  specific  categories. 

DEMINING 

Mr.  Packard.  Also,  I  noted  that  the  military  assistance  for 
demining  activities  has  been  divided,  $6  million  in  FMF,  and  the 
NDF  includes  demining  as  well.  Why  was  that  separated? 

Ms.  Davis.  The  demining  programs  are  in  a  special  account  that 
covers  some  14  programs  to  train  people  in  other  countries  to  actu- 
ally undertake  the  demining.  So  we  are  actually  providing  the 
training  service  to  help  others  demine  which  is  a  very  dangerous 
and  very  labor-intensive  activity.  So  those  are  individual  programs 
where  we  work  real  closely  with  the  Defense  Department,  which 
has  the  expertise  to  provide  that  training. 

Separate  is  the  account  for  the  nonproliferation  fund  and  the 
various  programs  that  go  into  that.  These  are  two  separate  sets  of 
programs,  one  to  respond  to  the  proliferation  and  another  to  the 
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dangers  of  the  mines  themselves  that  have  been  laid  around  the 
world. 

Mr.  Packard.  That  is  all  I  have. 

Mr.  Callahan.  Mr.  Knollenberg? 

SALES  OF  NUCLEAR  MATERIAL 

Mr.  Knollenberg.  To  follow  up  on  this  business  of  selling  nu- 
clear material  to  various  countries,  Iran  has  come  up  with  regard 
to  that,  as  has  North  Korea.  With  respect  to  Iran  and  the  Russian 
deal  that  has  been  in  the  making  for  over — about  a  year. 

Ms.  Davis.  A  little  bit  longer  than  that,  probably. 

Mr.  Knollenberg.  Can  you  tell  me  today  what  actually  has  hap- 
pened? What  part  of  the  contract  has  been  completed?  Is  there  nu- 
clear material,  I  should  say  "reactor  material,"  or  a  substance  of 
any  kind  that  has  been  sent  and  is  on  the  dock  someplace  in  Iran? 

Ms.  Davis.  No.  It  is  at  a  much  earlier  stage  at  this  point. 

What  has  happened  is  that  the  Iranians  have  invited  Russian  ex- 
perts in  to  help  them  survey  this  old  reactor  site — it  was  actually 
started  in  the  late  1970s — and  to,  you  know,  decide  what  will  be 
necessary  in  order  to  build  it.  So  it  is  at  the  very  early  stages,  far 
from  the  time  in  which  it  would  be  built  and  fuel  would  actually 
be  transported. 

Our  effort,  as  Mr.  Slocombe  has  said,  is  to  convince  the  Russians, 
from  their  own  security  point  of  view,  that  any  nuclear  cooperation 
between  Russia  and  Iran  contributes  to  Iranian  efforts  to  develop 
expertise  and  the  ability  to  develop  its  own  nuclear  weapons. 

Mr.  Callahan.  The  President  just  met  with  Mr.  Yeltsin.  Was 
this  discussed,  to  your  knowledge? 

Ms.  Davis.  It  was  discussed  by  the  President.  It  was  raised,  rec- 
ognizing that  Vice  President  Gore  and  Prime  Minister 
Chernomyrdin  have  been  themselves  the  channel  for  further  and 
more  expert  discussions  on  this.  We  have  been  pleased  that  the 
Russians — and  President  Yeltsin  has  said  that  they  will  not  be  pro- 
viding any  equipment  that  contributes  directly  to  military  pro- 
grams in  Iran.  That  is  a  step  in  the  right  direction,  but  it  is  not 
a  complete  solution  to  the  problem,  in  our  view,  because  any  co- 
operation, as  we  suggest,  contributes  indirectly  to  Iran's  nuclear 
ability. 

Mr.  Knollenberg.  I  had  heard  that  one  of  the  problems  with 
Iran  is  that  they  have  a  money  problem.  In  fact,  there  are  those 
out  there  that  expected  the  country  to  collapse  by  this  time  finan- 
cially, but  it  still  seems  to  be  surviving  somehow.  And  one  of  the 
things  that  we  are  doing — I  say  "we" — the  Administration,  State 
Department,  whomever — was  trying  to  influence  the  Russians  into 
the  belief  that  you  are  better  off  dealing  with  us  as  a  creditworthy 
customer  than  Iran;  and  that  was  a  long  time  ago  that  I  heard 
that,  some  months  ago. 

Was  that  really  the  case?  Was  that  effort  being  made?  Was  it 
successful  or  is  it  on  the  shelf?  Is  that  tied  in  with  the  President's 
latest  attempt  to  extract  some  kind  of  guarantees  from  Yeltsin  & 
Company  that  there  would  be,  at  least,  some  closure  on  this  sale? 
And  when  I  say  "closure,"  I  mean  maybe  holding  it  up. 

Ms.  Davis.  What  we  tried  to  do  was,  in  the  first  instance,  con- 
vince the  Russians  of  the  view  that  Iran  is  seeking  to  acquire  nu- 
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clear  weapons,  that  it  is  a  threat  to  all  of  us,  including  the  Rus- 
sians, by  their  support  for  terrorism. 

Mr.  Knollenberg.  Do  the  Russians  buy  that? 

Ms.  Davis.  They  understand  the  dangers.  They  are  not  as  per- 
suaded as  we  are  up  to  this  point;  otherwise,  they  would  have  ac- 
cepted our  bottom  line.  At  the  same  time,  we  have  also  suggested 
to  the  Russians,  as  you  said,  that  the  Iranians  probably  don't  have 
money  over  time  to  pay  for  this,  so  it  would  be  in  their  best  inter- 
ests not  to  sink  a  lot  of  their  time  and  resources  into  it. 

We  will  make  whatever  arguments  that  we  can,  but  the  bottom 
line  is  that  we  believe  that  the  Russians  shouldn't  be  undertaking 
any  such  cooperation. 

Mr.  Knollenberg.  I  just  had  one  quick 

Mr.  Callahan.  The  bottom  line  is  the  law  of  the  land,  which 
says,  "Effective  90  days  after  the  date  of  enactment  of  this  act," 
none  of  the  funds  appropriated  under  this  heading  may  be  made 
available  for  Russia  unless  the  President,  in  a  sense,  submits  to 
this  committee  and  to  the  Congress  that  making  such  funds  avail- 
able is  important  to  national  security.  It  says,  unless  the  Govern- 
ment of  Russia  has  terminated  implementation  of  arrangements  or 
necessary  equipment  to  develop  a  nuclear  reactor  or  related  nu- 
clear research  program  or  facilities.  I  should  think  that  this  ought 
to  be  sufficient  reason  for  us  to  further  look  into  our  dealings  with 
Russia  and  Iran. 

Ms.  Davis.  This  reinforces  the  view  that  Americans,  the  adminis- 
tration and  the  Congress,  see  the  dangers  in  what  the  Russians  are 
doing;  and  we  will  not  prejudge  what  the  President  will  do  under 
that.  We  understand  that  that  is  the  law.  But  I  can  tell  you  that 
that  was  a  priority  when — we  have  just  come  back  from  Moscow, 
and  we  are  continuing  to  work  towards  that  goal. 

Mr.  Callahan.  Do  you  think  the  President  is  willing  to  certify 
or  in  a  position  to  certify  at  this  point?  If  he  was  not — I  think  this 
was  also  in  one  of  his  original  CRs. 

Ms.  Davis.  We  are  coming  forward  with  the  President's  view. 

Mr.  Callahan.  It  will  come  up  in  a  time  within  those  days,  but 
you  are  not  positioned  to  tell  us 

Ms.  Davis.  I  can't  tell  you  where  it  is.  One  of  the  things  that  I 
have  learned  in  my  life,  in  this  particular  job,  is  never  to  predict 
anything,  but  to  work  as  hard  as  I  can  to  get  things  done. 

partnership  for  peace 

Mr.  Knollenberg.  The  only  other  question  I  have  right  now  is 
in  reference  to  the  Partnership  for  Peace,  and  the  situation  of  the 
Baltic  States  with  respect  to  where  are  they  in  this  pecking  order 
of  consideration  for  perhaps  ultimate  NATO  consideration?  Has 
anything  changed  in  the  last  year  on  that? 

Mr.  Slocombe.  The  situation  remains  as  it  has  been  for  a  long 
time.  We  expect  that  early  next  year  NATO  will  make  initial  deci- 
sions on  inviting  countries  to  start  negotiations  for  accession  to  the 
treaty. 

Now,  in  addition,  that  won't  be  the  last — that  won't  be  the  last 
set  of  accessions.  The  administration  has  taken  the  position  that  no 
countries  in  Europe  are  excluded,  nobody  is  ruled  out  and  nobody 
approaches  it  from  a  privileged  position.  Everybody  has  their  favor- 
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ite  list  of  who  are  the  first  four  or  three.  But  the  Baltic  countries 
have  been  repeatedly  assured  that  they  are  not  ruled  out  of  consid- 
eration, despite  the  Russian  objection,  that  the  Russians  will  not 
have  the  veto,  and  that  we  will  go  forward  and  NATO  will  go  for- 
ward and  make  its  own  decisions  in  this  matter. 

In  addition,  for  the  older  member  countries,  the  process  of  what 
it  takes  to  do  the  negotiations  and  get  16  parliaments  to  ratify  the 
instrument  of  accession — nobody  is  going  to  be  a  new  member  of 
NATO  for  some  time.  All  of  the  countries  in  PfP  are  trying  to  make 
the  program  better.  It  has  become  better.  All  the  Baltic  countries 
participate  fully  in  that,  which  you  probably  know,  because  this 
subcommittee  provided  some  of  the  money  for  it.  We  have  sup- 
ported this  BALT-BAT,  which  is  the  Baltic  peacekeeping  contin- 
gent which  is  in  Bosnia  now.  We  will  be  continuing  the  PfP  pro- 
gram. 

Ms.  Davis.  I  would  just  come  back  again  to  the  two  parts  of  our 
request  that  focused  on  this  issue.  The  first  is  $60  million  for  the 
Partnership  for  Peace  to  continue  to  provide  monies  for  those  par- 
ticipating in  the  partnership.  And  second,  a  very  small  amount  of 
money  that  will  help  provide  loans,  subsidy  loans  for  some  individ- 
ual programs  in  countries  in  Central  Europe  so  that  we  can  con- 
tinue to  work  with  them  and  make  them  more  interoperable  with 
NATO. 

The  Partnership  for  Peace  is  the  framework  that  provides  the 
overall  evolutionary  process  by  which  all  countries  will  move  to  in- 
tegrate themselves  more  closely  with  NATO. 

Mr.  Knollenberg.  I  understand  the  process.  I  understand  why 
it  is  there.  It  is  supposed  to  be  that  transition. 

Ms.  Davis.  Well,  it  also  provides  on  the  ground  steps  that  have 
helped  create  the  kinds  of  forces  that  are  actually  on  the  ground 
in  Bosnia.  So  even  while  it  has  the  NATO  part  of  it,  it  is  already 
showing  its  worth  by  the  work  in  Bosnia. 

Mr.  Slocombe.  As  I  think  you  know,  there  are  active  exercises 
that  the  Balkan  countries  participate  in.  This  is  an  area  in  which 
other  European  countries  make  very  substantial  contributions. 

Mr.  Knollenberg.  Thank  you. 

Mr.  Callahan.  Ms.  Pelosi. 

LAND  MINES 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman,  just  a  brief  question  on 
the  land  mines.  Is  it  so.  Secretary  Slocombe,  that  the  Department 
of  Defense  has  slashed  funds  from  the  humanitarian  demining  of- 
fice from  $10  million  to  $3  million? 

Mr.  Slocombe.  The  reason  we  have  done  that  is  congressional 
action, 

Ms.  Pelosi.  So  there  has  been  congressional  action. 

Mr.  Slocombe.  Very  severe  rescissions  were  imposed  on  our  hu- 
manitarian demining  program,  some  which  may  go  farther  than 
the  Congress  intended.  This  is  a  different  bill. 

Ms.  Davis.  It  is  not  this  bill  but  the  defense  bill. 

Ms.  Pelosi.  I  understand  that,  but  we  have  not  cut  back  your 
humanitarian  demining  office.  You  are  saying  that  in  the  reality  of 
the  budget  cutbacks  Congress  has  said  cut  back  on  the  demining 
office? 
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Mr.  Slocombe.  Congress  imposed  very  severe  restrictions  on 
what  we  can  use  the  DOD  demining  money  for. 

Ms.  Pelosi.  I  appreciate  you  telling  me  that.  More  to  follow. 

Could  you  tell  me,  either  Secretary,  what  role  the  Government 
of  China  has  played  in  the  deliberations  toward  a  global  ban  on 
land  mines?  Is  the  Chinese  government  being  cooperative  in  the 
ongoing  conventional  weapons  talks  in  Geneva?  Briefly? 

Ms.  Davis.  I  am  not  an  expert  on  this,  but  I  know  that  we  have 
raised  some  differences  that  we  have  had  with  the  Chinese  in  the 
course  of  our  ongoing  discussions  of  arms  control.  But  I  can  provide 
you  more  detail. 

Ms.  Pelosi.  Some  people  think  that  they  have  been  obstruction- 
ist on  this  issue  and  have  weakened  the  land  mine  language  sig- 
nificantly. 

Ms.  Davis.  There  are  a  variety  of  different  countries  with  dif- 
ferent views  and  we  are  in  the  negotiation  so  I  wouldn't  single  out 
any  country  for  that. 

Ms.  Pelosi.  But  I  am  singling  one  out.  I  am  interested  in  all  of 
them  as  well.  If  you  could  give  us  a  report  on  who  is  obstructing 
this.  This  is  such  an  immediate  issue  to  people  who  are  affected  by 
it. 

[The  information  follows:] 

"Obstructionist"  Countries  in  the  CCW 

It  became  quite  clear  during  the  more  than  two  years  of  negotiations  that  led  up 
to  this  month's  CCW  Review  Conference,  that  many  states,  including  China,  Russia, 
India  and  Pakistan,  still  depend  heavily  on  anti-personnel  mines  and  categorically 
refuse  to  consider  a  total  ban.  As  a  result,  most  western  states  (including  those  sup- 
porting a  ban)  focused  at  this  Conference  on  improving  the  current  landmines  proto- 
col as  opposed  to  banning  anti-personnel  landmines  outright. 

It  is  true,  of  course,  that  China  and  similarly  situated  states  did  initially  oppose 
many  of  the  improvements  tabled  by  us.  In  the  final  analysis,  however,  they  did  not 
hinder  adoption  of  the  revised  Protocol,  and  accepted  changes  which  they  had  origi- 
nally opposed  as  "unacceptable".  It  would  be  inaccurate,  therefore,  to  say  they  were 
"obstructionist".  In  fact,  we  believe  that  the  final  package  is  stronger  than  anyone 
close  to  the  process  thought  it  would  be. 

Specifically,  China  had  initially  resisted  our  proposals  for  detectabiUty  of  all  anti- 
personnel landmines  and  strict  requirements  for  self-destruction  and  self-deactiva- 
tion  featxu-es  on  all  anti-personnel  landmines  not  kept  within  marked  and  monitored 
areas.  In  the  end,  China  did  agree  to  nearly  all  of  these  technical  parameters,  but 
insisted  on  a  transition  period  to  comply  with  the  new  specifications.  The  U.S.  did 
not  want  any  deferral  periods  at  all.  However,  it  became  clear  that  China  and  other 
key  states,  such  as  Russia  and  India,  would  not  accept  the  standards  of  the  revised 
Protocol  without  some  transition  period,  because  their  existing  inventories  included 
tens  of  millions  of  mines  that  did  not  comply  and  would  have  to  be  modified  or  re- 
placed. For  a  long  time,  China  and  others  demanded  unacceptably  long  periods — 
25  years  in  the  case  of  China  and  15  years  in  the  case  of  Russia — but  in  the  end 
agreed  to  a  compromise  figure  of  nine  years.  China  and  others  also  agreed  that 
there  would  be  no  transfers  of  non-compliant  mines  and  some  Umits  on  use  during 
this  transition  period. 

Finally,  China  clearly  opposed  our  efforts  to  secure  reasonable  restrictions  on  cer- 
tain types  of  anti-tank  mines  that  pose  significant  threats  to  civilians  and  to  estab- 
lish a  system  for  compliance  investigations.  On  these  points,  however,  China  was 
not  alone,  and  on  the  anti-tank  issue,  found  support  even  among  certain  western 
delegations. 

The  bottom  line  is  that  China,  an  active,  tough,  hard-ball  player,  refused  to  accept 
all  that  we  proposed,  but  ultimately  accepted  a  package  which  represents  a  substan- 
tial change  for  the  better  in  its  anti-personnel  mine  inventories  and  ensiu^es,  in  the 
meantime,  that  non-compUant  mines  will  not  proUferate  to  other  countries. 
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AFRICA 


Ms.  Pelosi.  I  wanted  to  ask  you  some  questions  about  Africa. 
What  is  the  miUtary  assistance  to  Kenya? 

Ms.  Davis.  Apparently  from  my  staff,  I  am  told  that  there  is 
none  for  Kenya. 

Ms.  Pelosi.  There  is  no  military  assistance  to  Kenya?  No  IMET 
for  Kenya? 

Ms.  Davis.  We  will  check  that  now  that  I  put  that  on  the  record. 

Ms.  Pelosi.  Mr.  Chairman,  I  want  to  briefly  put  on  the  record 
my  concern  about  the  fact  that  there  is  supposed  to  be  an  election 
next  year  in  Kenya.  The  situation  is  not  a  positive  one  in  terms  of 
registration  of  parties,  freedom  of  assembly,  establishment  of  an 
independent  electoral  system,  and  unimpeded  access  to  the  media 
for  the  parties.  The  concern  that  some  have  is  that  the  military  is 
benefitting  from  funds  that  we  are  sending  them.  I  just  wanted  to 
know  if  vou  knew  what  the  amount  was. 

Mr.  Slocombe.  $350,000  in  IMET. 

Ms.  Pelosi.  And  there  is  no  other  military  assistance  to  Kenya? 

Mr.  Slocombe.  Conceivably  could  be  in  the  front  line  states  but 
they  are  not  one. 

Ms.  Davis.  We  will  confirm  exactly. 

Ms.  Pelosi.  Why  don't  we  enlarge  it  to  what  is  U.S.  assistance 
to  Kenya  and  what  would  be  the  consequences  if  Kenya  became — 
I  say  "unstable"  in  quotation  marks.  I  think  having  an  authoritar- 
ian ruler  is  not  a  positive,  but  should  the  elections  not  go  well  and 
not  be  deemed  free  and  fair,  the  instability  that  could  set  in  after 
that  is  what  I  am  asking  for  your  comment  on.  What  would  be  the 
ramifications  for  us?  Do  we  have  an  interest  in  stability  in  Kenya? 

[The  information  follows:] 

U.S.  Interest  in  a  Stable  Kenya 

The  United  States  enjoys  excellent  military- to-military  relations  with  Kenya,  in- 
cluding mutually  beneficial  joint  training  exercises.  We  are  providing  $300,000  in 
IMET  funds  to  Kenya  in  FY  1996  and  are  requesting  an  increase  to  $350,000  for 
FY  1997.  Our  close  ties  help  to  advance  several  U.S.  goals:  maintaining  the  profes- 
sionalism of  Kenya's  armed  forces,  keeping  them  out  of  politics,  encouraging  their 
continued  participation  in  international  peacekeeping,  and  facilitating  our  access  to 
key  Kenyan  air  and  sea  faciUties. 

Kenya  is  the  principal  point  of  access  for  U.S.  miUtary  and  relief  operations  in 
the  strategic  Horn  of  Africa  and  the  poUtically  troubled  Great  Lakes  region.  Kenya 
served  as  a  critical  transit  point  for  U.S.  and  UN  forces  in  SomaUa  and  was  a 
springboard  for  humanitarian  operations  in  Rwanda. 

The  political  destabilization  of  Kenya  would  have  serious  consequences  through- 
out an  already  troubled  central  and  east  Africa.  As  mentioned,  Kenya  serves  as  a 
critical  staging  point  for  U.S.  humanitarian  operations  in  the  region.  It  also  plays 
an  important  role  on  regional  issues  such  as  Sudan,  Somalia,  and  to  a  lesser  extent. 
Central  Africa.  Kenya  is  one  of  the  keys  to  the  success  of  the  Greater  Horn  of  Africa 
Initiative,  particularly  in  the  areas  of  refugees,  food  security,  and  crisis  prevention 
and  mitigation.  The  United  States  clearly  has  strategic  interests  in  a  stable  Kenya. 

IMET 

Mr.  Slocombe.  We  certainly  have  an  interest  in  stability  and 
democratic  procedures  in  all  countries.  It  doesn't  follow  that  if  we 
find  shortcomings  we  should  cut  off  all  of  our  contacts,  including 
our  IMET. 

Ms.  Pelosi.  I  never  said  that.  I  wonder  what  the  IMET  is  used 
for. 
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Mr.  Slocombe.  I  don't  have  the  details  but  it  is  used  for  the 
usual  range  of  military  training  courses.  Some  of  which  particu- 
larly at  the  senior  level  do  in  fact  emphasize  instructional  issues, 
relations  between  civilian  control  and  the  proper  role  of  the  mili- 
tary in  a  democratic  society.  But  they  are  professional  military 
training  courses. 

Ms.  Pelosi.  And  I  might  say  that  I  am  not — expressing  my  per- 
sonal opinion — impressed.  I  am  not  impressed  in  Indonesia.  The 
very  day  that  the  House  voted  on  the  Floor  to  expand  IMET  for 
1997  that  very  day  a  soldier  was  shooting  civilians  in  Indonesia. 

I  would  like  for  you  to  put  on  the  record  what  you  think  the  jus- 
tification is  for  IMET  for  1997  for  Indonesia  in  light  of  the  human 
rights  violations  that  are  continuing  to  occur  there. 

Mr.  Slocombe.  I  will  be  glad  to  put  it  on  the  record  but  let  me 
respond  briefly  now. 

Indonesia  is  a  huge  country  with  a  lot  of  problems.  And  there  are 
many  things  that  they  understand  perfectly  well  about  the  way 
they  have  dealt,  particularly  in  Timor  and  West  Irian  and  how  they 
have  dealt  with  the  insurrections  there  are  not  satisfactory.  I  had 
the  occasion  to  make  that  point  to,  among  other  people,  the  Min- 
ister of  Defense  when  I  was  out  there  about  a  week  ago. 

That  being  the  case  acknowledging  that  there  are  real  problems, 
we  still  think  it  is  extremely  important  to  maintain  the  kind  of  con- 
tacts that  we  get  from  the  IMET  program.  We  are  growing  in  Indo- 
nesia which  had  very  close  contacts  of  this  kind  in  the  past.  We  are 
growing  a  generation  of  officers  who  have  had  very  little  real  con- 
tact with  the  United  States.  Indonesia  is  a  country  where  the  mili- 
tary is  going  to  continue  to  be  an  important  force  in  the  society  for 
a  long  time  to  come,  more  even  than  in  most  similarly  rapidly  de- 
veloping countries  because  of  this  peculiar  Indonesian  spirit. 

We  think  there  is  a  strong  case  for  the  kind  of  contact  and  sup- 
port that  IMET  can  build  for  us  while  continuing  to  make  the  point 
that  they  need  to  clean  up  their  act.  They  have  made  some  steps 
but  certainly  not  what  it  ought  to  be  but  they  have  made  some  very 
real  progress. 

But  we  can  provide  more. 

Ms.  Pelosi.  In  our  report  language  from  last  year,  respecting  our 
Chairman's  view  on  this,  we  agreed  to  expanded  IMET  and  there 
was  language  in  our  report  saying  to  make  certain  that  the  can- 
didates both  in  Guatemala  and  Indonesia  hadn't  been  involved  in 
previous  human  rights  abuse  and  the  committee  hopes  that  ex- 
panded IMET  would  improve  human  rights.  I  was  hoping  that  you 
could  report  back  to  us  on  that. 

There  are  many  people  in  the  Congress  who  don't  think  that  In- 
donesia should  have  any  IMET,  expanded  or  otherwise.  We  sold 
them  the  compromise  and  now  you  are  coming  back  and  saying  not 
only  should  we  not  wait  to  see  what  happened  in  this  area  but  it 
should  not  be  limited  to  expanded,  it  should  be  extended  for  1997. 

Mr.  Slocombe.  One  of  the  peculiar  euphemisms  is  that  "ex- 
panded" means  restrictions. 

Ms.  Pelosl  Enhanced  or  whatever. 

Ms.  Davis.  I  think  we  can  provide  you  with  some  examples 
where  we  have  seen  some  improvement,  but  we  don't — we  are  not 
going  to  suggest  to  you  that  we  are  there  yet.  And  I  think  it  is 
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these  programs  that  give  us  some  opportunity  to  try  to  make  these 
improvements  both  in  how  they  conduct  themselves  as  militaries 
but  how  middle  grade  officers  now  come  to  understand  us  and 
Americans  and  our  own  military  and  work  more  closely  with  us. 

Ms.  Pelosi.  That  is  a  value  and  I  appreciate  that.  And  I  don't 
think  we  should  rat  on  these  things  year  in  and  year  out. 

Mr.  Callahan.  That  is  the  purpose  of  expanded  IMET.  We  had 
these  problems  throughout  the  world  and  the  expanded  version  of 
IMET  training  gives  us  the  opportunity  to  go  in  and  explain  con- 
cerns such  as  you  express.  Maybe  it  should  have  a  different  name. 
Expanded  IMET  sounds  like  a  larger  training  program  than  we 
had  before.  Maybe  we  will  come  up  with  a  new  name. 

Mr.  Livingston.  Will  the  gentlewoman  yield?  I  get  a  little  con- 
cerned when  we  focus  on  one  or  two  instances  where  someone  or 
two  people  have  abused  an  otherwise  good  program. 

This  program  is  intended  to  foster  human  rights,  to  make  people 
appreciative  of  the  fact  that  discipline  and  adherence  to  the  rights 
and  privileges  of  one's  fellow  citizens  is  inherent  in  being  a  leader, 
a  military  leader  in  command.  And  it  spreads  U.S.  relationships. 
You  have  mentioned  that  some  guy  popped  off  a  year  ago  and 
killed  a  few  people. 

Ms.  Pelosi.  Three  weeks  ago. 

Mr.  Livingston.  I  accept  that.  But 

Mr.  Slocombe.  Is  this  the  guy  that  went  berserk? 

Mr.  Livingston.  The  problem  is  that  we  have  a  guy  that  just  got 
out  of  the  military  and  blew  up  a  Federal  building  and  killed  100 
and  some  people  in  Oklahoma  City.  Does  that  mean  that  we 
shouldn't  fund  the  United  States  military?  We  had  instances  where 
a  fellow  went  berserk  in  North  Carolina  and  started  shooting  his 
own  people.  Does  that  mean  we  shouldn't  fund  our  military? 

I  don't  really  understand  how  anecdotal  evidence  means  that  the 
whole  IMET  program  is  defective.  It  is  a  good  program  that  serves 
American  interests  abroad  for  most  U.S.  relationships  with  inter- 
national leaders  of  the  future.  And  also  promotes  human  rights  in 
that  it  trains  people  to  respect  the  dignity  and  rights  of  their  fellow 
citizens.  So  I  would  just  hope  that  we  would  not  get  too  hung  up 
on  these  anecdotes. 

Ms.  Pelosi.  Perhaps  I  haven't  been  clear  in  my  comments,  Mr. 
Chairman,  because  I  don't  disagree  with  what  you  have  said.  I  do 
say  a  couple  of  things,  first  of  all,  because  we  can  all  be  accused 
of  it.  The  plural  of  anecdote  is  not  data.  It  works  both  ways.  My 
anecdote  or  your  anecdote  or  anybody's  anecdote.  But  the  adminis- 
tration says  we  know  this  good  thing  happened,  so  everything  is 
okay.  It  doesn't  work  that  way,  either. 

My  point  was  that  in  order  for  us  to  be  able  to  move  forward  on 
these  issues  it  is  important  for  us  to  have  some  information  about 
what  you  do  think  the  successes  are  beyond  anecdotal  information 
one  way  or  another.  There  is  a  large  number  of  people  in  the  Con- 
gress who  don't  think  that  Indonesia  should  get  any  IMET  and 
that  is  why  I  am  concerned  with  you  coming  back  with  unrestricted 
IMET.  That  is  a  debate  that  the  full  committee  and  the  full  body 
should  have.  I  am  saying  to  the  extent  that  you  have  any  informa- 
tion about  what  is  in  our  report  language,  that  would  be  useful  to 
us.  The  gentleman  is  quite  correct,  we  shouldn't  be  cutting  this, 


207 

that,  or  the  other  thing  for  one  incident.  On  the  other  hand,  we  do 
have  report  language.  And  if  that  is  going  to  count  for  something 
so  that  we  can  continue  going  down  that  path  we  should  have  a 
report. 

Mr.  Callahan.  We  would  ask  you  to  give  us  a  response  to  that 
as  quickly  as  you  could. 

Mr.  Livingston.  Mr.  Chairman,  I  have  one  more  comment. 

Mr.  Callahan.  I  am  going  to  make  one  too,  Mr.  Chairman,  with 
all  deference. 

Ms.  Pelosi.  Before  both  of  you,  I  am  concerned  with  your  aid  to 
Turkey  and  then  I  won't  say  another  word. 

HAITI 

Mr.  Callahan.  Right  in  our  own  hemisphere,  the  administration 
is  requesting  $80  million  or  $85  million  for  Haiti,  and  yet  we  are 
training  a  police  force  in  Haiti  which  murdered  seven  people.  Are 
we  to  turn  our  back  on  Haiti,  too? 

They  have  not  actually  responded  to  our  request  about  the  mur- 
ders by  the  policemen  we  put  in  charge — I  mean,  this  is  different 
from  Indonesia.  We  didn't  put  these  people  in  charge.  We  are  try- 
ing to  train  these  people.  Yet,  we  are  funding  a  police  force  that 
murdered  seven  people,  some  of  them  in  their  beds.  And  we  are  not 
saying  let's  cut  off  aid  to  Haiti.  All  we  are  saying  is  let's  not  give 
Indonesia  IMET  training  monies. 

So,  I  think  that  your  concerns  are  legitimate  and  that  you  are 
right  in  your  humanitarian  concerns,  but  at  the  same  time  if  we 
are  going  to  have  a  worldwide  standard,  let's  have  a  worldwide 
standard. 

Ms.  Pelosi.  I  completely  agree  with  you,  Mr.  Chairman.  Would 
you  yield  to  me,  Mr.  Chairman? 

Mr.  Callahan.  Washington,  D.C.,  is  in  trouble,  too. 

Ms.  Pelosi.  I  think  we  should  use  the  guidelines  established  by 
our  Chairman.  We  are  not  talking  about  isolated  incidents  but  doc- 
umented patterns,  and  the  patterns  are  in  the  State  Department 
report,  and  if  we  see  documented  patterns  in  Haiti  we  have  to  ad- 
dress that,  too.  We  do  see  them  in  some  of  the  other  countries  that 
we  talked  about  today  as  reported  in  the  State  Department  report. 
Let's  have  a  standard  and  let's  be  consistent  about  it  and  let's  in- 
clude Cuba  in  that  as  well. 

LANDMINES 

Mr.  Livingston.  Mr.  Chairman,  going  back  to  the  land  mines,  let 
me  say  that  I  understand  that  in  the  defense  authorization  bill 
there  may  have  been  some  restrictive  language,  but  in  the  omnibus 
appropriation  bill  that  passed  last  week,  apparently  there  was  a 
correction. 
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Section  2705  appropriates  $15  million  to  the  Defense  Department 
for  the  purposes  of  paying  travel,  transportation,  and  subsistence 
expenses  of  the  Department  of  Defense  personnel  incurred  in  carry-      i 
ing  out  humsinitarian  assistance  activities  related  to  the  detection      " 
and  clearance  of  land  mines.  That  is  a  $15  million  program. 

Mr.    Slocombe.   There   has   been   a   substantial   correction   or      i 
change  in  restrictions.  We  will  provide  the  answer  on  the  record.      t| 

[The  information  follows:] 


I 
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THE  UNDER  SECRETARY  OF  DEFENSE 

21CX5  DEFENSE  PENTAGON 

WASHINGTON.  DC    20301-2100 


MAY  I  7  1996 
The  Honorable  Bob  Livingston 
Chairman,  Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr.  Livingston: 

As  a  follow  up  to  my  testimony  before  your  committee  on  April  30, 1996, 1 
would  like  to  provide  further  information  regarding  the  Department  of  Defense's 
humanitarian  demining  program. 

First,  I  want  to  repeat  the  Department's  appreciation  for  the  support  that  you 
and  your  House  and  Senate  colleagues  have  provided  to  this  low-cost,  high-impact 
program.  Your  leadership  has  enabled  the  Department  to  provide  significant 
assistance  to  countries  afflicted  with  a  landmine  threat  while  enhancing  U.S. 
military  capabiUties. 

As  you  know,  language  included  in  the  fiscal  year  1996  Defense 
Authorization  bill  forced  the  Department  to  temporarily  halt  its  demining  program. 
Thanks  in  large  part  to  your  support,  the  fiscal  year  1996  Omnibus  Appropriations 
bill  included  the  clarifying  language  you  read  during  the  hearing  that  enabled  us  to 
restart  this  critical  program. 

Unfortunately,  remaining  restrictions  on  equipment  transfers  and 
contracting  will  make  it  impossible  to  restore  the  program  fully.  These  restrictions 
create  problems  because  the  ultimate  objective  of  the  U.S.  Government's 
himianitarian  demining  activities  is  to  bring  into  being  a  self-sustaining  demining 
capabihty  for  each  recipient-country.  The  core  of  the  U.S.  Government's  program 
involves  sending  U.S.  troops  to  provide  training  and  instruction.  U.S.  military 
commands  and  personnel  benefit  greatly  from  this  lead  role  through  regional 
presence  and  training  and  deployment  experience.  In  addition,  however,  providing 
limited  amounts  of  equipment  for  host-nation  personnel,  once  they  have  been 
trained,  and  contracting  for  certain  complementary  activities  are  essential  tools  for 
the  Regional  Commanders-in-Chief  in  putting  together  demining  programs  that  are 
self-sustaining  after  the  U.S.  trainers  leave. 

For  fiscal  year  1997,  the  Department  has  requested  language  in  the 
authorization  bills  to  both  permit  the  reimbursement  of  operational  costs  firom 
demining  fimds-thereby  restoring  on  a  permanent  basis  the  authority  Congress 
restored  currently  in  the  FY96  Appropriations  Bill-juid  also  to  aUow  for  modest 
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equipment  transfers  and  contracting.  The  Department  will  continue  to  work  with 
the  Congress  on  this  important  program.  I  appreciate  the  support  you  have 
provided  in  the  past  and  hope  you  will  continue  to  provide  your  support  to  ensure 
the  future  success  of  this  program. 

Sincerely  yours. 


/:5- 6Sti..wc_ 


Walter  B.  Slocombe 


\ 
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DEMINING 

Mr.  Callahan.  With  respect  to  the  demining,  DOD  has  a  share. 
State  is  involved,  AID.  Would  it  be  helpful  from  a  management 
perspective  if  the  Congress  merged  the  various  funds  appropriated 
for  demining  into  a  single  discrete  budget  account?  Are  we  spread- 
ing ourselves  too  thin  to  be  effective? 

Ms.  Davis.  The  system  is  working  without  a  single  manager.  We 
have  worked  quite  well  to  keep  these  two  programs  going  together. 
We  have  an  interagency  group  that  has  responsibility  for  working 
through  this,  and  integrating  with  our  efforts  to  get  the  regime. 

So  at  this  point,  we  see  no  need  for  a  formal  proposal  from  Con- 
gress but  say  to  you  that  if  you  see  some  problems  here  that  other- 
wise will  not  be  solved  in  the  right  way  we  would  like  to  work  with 
you  to  solve  them.  We  think  that  the  programs  are  in  good  shape 
and  that  the  ways  we  work  together  tend  to  make  it  a  very  good 
program. 

Mr.  Slocombe.  There  is  very  close  coordination  between  the  peo- 
ple working  in  the  two  appropriations. 

Mr.  Callahan.  I  did  promise  that  the  visitors  and  secretaries 
would  be  out  by  4:00  but  I  promised  myself. 

Once  again,  we  thank  both  of  you  for  coming  and  for  your  open- 
ness and  candidness  and  for  your  brevity  in  your  opening  state- 
ments and  for  your  indulgence  with  the  numerous  questions  that 
we  ask.  We  are  going  to  grant  permission  for  any  member  of  the 
committee  to  submit  questions.  We  would  ask  you  to  respond  to  the 
questions  that  were  posed  today  as  well  as  the  written  ones  in  a 
timely  fashion  because  we  are  going  to  be  marking  up  our  bill  very 
shortly. 

Ms.  Davis.  Soon  as  we  are  absolutely  sure  what  we  promised,  we 
will  get  it  back  to  you. 

[Questions  and  answers  for  the  record  follow:] 

Questions  for  the  Record  Submitted  by  Chairman  Callahan  Submitted  to 

Department  of  State 

Turkey  FMF 

Question.  Could  you  please  provide  a  detailed  explanation  of  the  sustainment  ele- 
ments of  your  FY  1997  request  for  both  Greece  and  Turkey?  Also,  is  it  still  valid 
to  link  aid  to  these  nations  (Greece  and  Turkey)?  Or  would  it  be  more  logical  to 
treat  them  as  individual  requests  based  upon  the  assessed  need  of  each  nation? 

Answer.  The  U.S.  and  NATO  have  made  major  efforts  to  support  NATO's  south- 
em  region  through  direct  support  for  Greece  and  Turkey.  Our  FMF  program  has 
been  critical  in  this  effort. 

Our  FY  1997  program  is  aimed  at  helping  Greece  and  Turkey  to  sustain  the  forces 
that  our  assistance  monies  and  excess  defense  article  transfers  have  helped  to  field. 

The  systems  we  would  seek  to  help  sustain  with  this  assistance  are  outlined  in 
the  attached  tables.  They  include  major  naval,  air  and  ground  systems  with  a  sig- 
nificant role  to  play  in  Alliance  planning. 

Assistance  to  Greece  and  Turkey  has  been  linked  for  many  years.  This  linkage 
has  assisted  the  United  States  in  striking  a  balance  and  enhanced  our  ability  to  in- 
fluence developments  between  these  two  Allies.  Given  the  current  state  of  relations 
between  Greece  and  Turkey,  and  the  importance  of  reaching  settlements  of  issues 
in  the  Aegean  and  on  Cyprus,  we  believe  the  linkage  should  be  maintained  for  the 
present. 
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FY97  FMF  for  sustainment  (Greece) 

[In  millions  of  dollars] 
Army: 

Mxiltiple  Launch  Rocket  System  (MLRS)  2 

APACHE  Helicopter  15 

M60A3  Tanks/MllO  Howitzers  8 

Total  25 

Navy: 

Knox  Class  Frigates  Adams  Class  Destroyers  13 

P-3  Aircraft  10 

S-70B  Helicopters  2 

Total  25 


Air  Force: 

F-4/A-7/F-16/C-130 35 

All  Services: 

Ammunition  (Unspecified)  30 

Communications  Equipment  (Unspecified)  7.5 


Total  122.5 

Sustainment  for  Turkey  (FY97) 

[In  millions  of  dollars] 

Army: 

MLRS  Support  3 

M-113  Support 21 

CFE  Support  (Tanks/Howitzers)  21 

Total  45 

Navy: 

Knox  Class  Frigates  40 

Perry  Class  Frigates  20 

Total  60 

Air  Force: 

F-4/RF-4/F-5  Support  40 

F-16  Follow  on  Support  30 

Total  70 

Total  sustainment  package  175 

LiGHTWATER  REACTOR  PROJECT 

Question.  Will  any  of  the  FY97  request  be  used  to  support  a  US  contribution  to 
the  Lightwater  Reactor  project? 

Answer.  The  FY  1997  budget  request  of  $25  million  for  KEDO  is  essential  to  fi- 
nance KEDO's  administrative  expenses  and  projects,  particularly  the  provision  of 
heavy  oil  to  the  DPRK.  Although  the  majority  of  support  for  the  LWR  project, 
KEDO  administration  expenses,  and  heavy  fuel  oil  deliveries  will  come  from  cash 
and  in-kind  contributions  from  other  KEDO  members,  especially  the  ROK  and 
Japan,  the  U.S.  contribution  is  necessary  to  demonstrate  U.S.  leadership  and  to  sup- 
plement and  leverage  contributions  fi"om  other  countries.  Without  the  funding, 
KEDO  will  not  be  able  to  operate  or  carry  out  its  objectives,  thereby  weakening  the 
credibility  of  U.S.  leadership,  jeopardizing  the  implementation  of  the  Agreed  Frame- 
work, and  contributing  to  rising  security  tensions  on  the  Korean  Peninsula.  Full 
funding  of  this  request  is  the  best  way  to  promote  both  U.S.  objectives  for  peace, 
security,  and  nuclear  nonproUferation  in  Northeast  Asia. 
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FY97  Request  for  Heavy  Fuel  Oil 

Question.  How  much  of  the  FY97  request  is  dedicated  to  the  purchase  of  heavy 
fuel  oil? 

Answer.  The  FY  1997  budget  request  of  $25  million  for  KEDO  is  essential  to  fi- 
nance KEDO's  administrative  expenses  and  projects,  particularly  the  provision  of 
heavy  oil  to  the  DPRK.  Although  the  majority  of  support  for  the  LWR  project, 
KEDO  administration  expenses,  and  heavy  fuel  oil  deliveries  will  come  from  cash 
and  in-kind  contributions  from  other  KEDO  members,  especially  the  ROK  and 
Japan,  the  U.S.  contribution  is  necessary  to  demonstrate  U.S.  leadership  and  to  sup- 
plement and  leverage  contributions  from  other  countries. 

KEDO  Administrative  Budget 

Question.  Will  the  US  contribution  to  the  administrative  budget  of  KEDO  con- 
tinue to  be  $3,000,000  in  FY97? 

Answer.  The  FY  1997  budget  request  of  $25  million  for  KEDO  is  essential  to  fi- 
nance KEDO's  administrative  expenses  and  projects,  particularly  the  provision  of 
heavy  oil  to  the  DPRK.  Although  the  majority  of  support  for  the  LWR  project, 
KEDO  administration  expenses,  and  heavy  fuel  oil  deliveries  will  come  from  cash 
and  in-kind  contributions  from  other  KEDO  members,  especially  the  ROK  and 
Japan,  the  U.S.  contribution  is  necessary  to  demonstrate  U.S.  leadership  and  to  sup- 
plement and  leverage  contributions  from  other  countries. 

Question.  How  much  money  has  been  raised  from  other  nations  to  support  the 
heavy  fuel  oil  program?  Please  list  the  nations  which  have  contributed  (specify  the 
amount),  those  nations  which  have  promised  to  contribute  (specify  amount)  but  have 
not  provided  funds  to  date,  and  the  total  amount  in  each  of  these  two  categories. 

Answer.  See  attached  chart. 

KEDO  CONTRIBUTIONS/MEMBERSHIP 

[In  millions  of  dollars] 

Contributors  Contributions' 

United  States 48.0  (Including  FY96) 

European  Union  6.2  (Pledged) 

Japan  9.5'  (Contributed/Pledged) 

Australia  6.7  (Contributed/Pledged) 

France 2.0  (Pledged) 

Republic  of  Korea  5.0^  (Contributed/Pledged) 

Canada  2.0 

Germany 1.0 

United  Kingdom  1.0 

New  Zealand 1.0  (Contributed/Pledged)' 

Italy 6  (Pledged) 

Netherlands 5 

Brunei  4 

Singapore 3 

Malaysia 3 

Indonesia  6  (Contributed/Pledged) 

Thailand 3 

Norway  2  (Pledged) 

Argentina  2  (Pledged) 

Philippines  15  (Pledged) 

Finland 10 

Total  86.05 

'Includes  1995-96  contributions  and  pledges  for  LWR  site  survey  and  administrative  expenses.  Does  not  include  $19  nnillion  fund  set  aside 
for  collateral  for  KEDO  borrowing  to  cover  heavy  fuel  oil  costs  or  large  contributions  to  ttie  multi-billion  dollar  LWR  project.  (Expected  to  total 
at  least  $t  billion.) 

'Includes  1995-96  funds  for  administrative  costs.  Does  not  include  expected  large  contribution  to  multi-billion  dollar  LWR  project.  (Ex- 
pected to  total  at  least  $3  billion.) 

Middle  East  Contributions  to  KEDO 

Question.  Is  there  a  U.S.  policy  which  precludes  US  government  officials  from  ap- 
proaching Middle  East  nations  for  contributions  to  KEDO  fiinding? 

Answer.  We  are  intensifying  our  efforts  to  increase  international  support  for 
KEDO,  especially  for  the  heavy  fuel  oil  fiind.  Over  the  past  year  since  KEDO  was 
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established,  we  have  raised  approximately  $38  million  for  KEDO  from  20  countries, 
including  Japan,  the  Republic  of  Korea,  the  European  Union,  New  Zealand,  Aus- 
tralia, Canada,  the  UK,  the  Netherlands,  France,  Germany,  Malaysia,  Singapore, 
the  Philippines,  Thailand,  Brunei  and  Argentina.  As  for  certain  Middle  East  coun- 
tries, they  already  contribute  significantly  to  other  important  U.S.  foreign  policy  in- 
terests, such  as  Bosnia. 

Presidential  Involvement  in  Support  for  KEDO 

Question.  Has  the  President  been  personally  involved  in  efforts  to  gamer  inter- 
national contributions  to  support  KEDO? 

Answer.  The  President  has  been,  and  will  continue  to  be,  personally  involved  in 
this  effort.  Most  recently,  a  presidential  letter  was  sent  to  key  European  countries 
urging  greater  European  Union  support  for  KEDO. 

Funding  Request  for  Defense  Enterprise  Fund  (DEF) 

Question.  Secretary  Davis,  in  your  testimony  you  stated  that  the  administration 
is  requesting  $20,000,000  under  the  Freedom  Support  Act  to  fund  the  Defense  En- 
terprise Fund  (DEF).  You  stated  that  this  would  be  the  final  funding  request  for 
the  DEF. 

Could  you  please  provide  the  subcommittee  with  the  funding  levels  for  DEF  since 
FY92? 

Between  FY92  and  FY95  DEF  received  $29,670,000  in  DoD  funds.  Your  one  Year 
PT97  request  is  for  $20,000,000.  Could  you  please  justify  the  significant  increase  re- 
quested for  DEF  in  FY  97? 

Could  you  please  provide  the  subcommittee  with  a  list  of  previously  funded  DEF 
projects? 

Answer.  The  DEF  has  received  three  grants  from  DoD:  $7.67  million  in  July  of 
1994,  $20  milhon  in  May  of  1995,  and  $2  million  in  October  1995— a  total  of  $29.67 
miiUon. 

This  total  of  $29.67  is  below  the  amount — at  least  $50  milUon — considered  nec- 
essary for  the  DEF  to  become  self-sustaining  by  FY  1998. 

It  is  anticipated  that  the  $20  million  we  have  requested  for  FY97  would  allow  us 
to  reach  that  self-sustaining  level.  FY  97  will  be  the  only  year  we  are  making  such 
a  request  from  the  Foreign  Operations  Bill. 

Past  Congressional  objections  to  funding  the  DEF  from  the  DoD  Cooperative 
Threat  Reduction  program  were  based  on  argfuments  that  the  DEF  activity  was  in- 
appropriate in  the  DoD  budget  because  it  was  "foreign  aid"  and  reduced  funding  for 
US  military  readiness.  Our  new  approach  of  funding  the  DEF  as  part  of  State's 
budget  submission  meets  both  of  these  concerns. 

The  DEF  has  approved  eight  major  investments  in  a  number  of  NIS  defense  firms 
supporting  the  redirection  of  their  productive  assets  to  peaceful  purposes.  These 
funds  have  generated  private  investment  from  U.S.  industry  of  $110  million. 

Among  the  firms  that  have  approved  projects  are  Kirovsky  Zavod,  Nauka  JSC, 
Svetlana,  MINATOM  Khlopin  Radiiun  Institute,  Kazinformtelecom,  NPO 
Mashinostroyenya,  Lavochkin,  and  Impulse. 

A  complete  DEF  commitment  summary  is  attached. 
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Question.  Could  you  please  outline  the  cvurent  interagency  process  for  formulating 
demining  policy  and  making  programmatic  decisions? 

Answer.  The  Interagency  Working  Group  for  Demining  and  Landmine  Control  is 
responsible  for  formulating  demining  policy,  identifying,  prioritizing,  and  approving 
candidate  countries,  and  making  programmatic  decisions.  The  Department  of  State 
chairs  this  group.  Members  include  OSD  (Vice  Chair),  NSC,  JCS,  USAID,  and  oth- 
ers deemed  appropriate  by  the  Chair  or  Vice  Chair. 

In  addition,  the  State  Department  chairs  an  interagency  working  group  on  Bosnia 
demining.  The  IWG  performs  the  same  functions  as  the  IWG  decsribed  above. 

Each  agency  (Defense,  State  and  USAID)  allocates  funds  for  program  support. 
DoD,  after  reviewing  CINC  demining  plans,  transfers  funds  to  CINC  Operations  and 
Maintenance  accounts  for  final  disbursement.  Efforts  are  made  at  eacn  level  to  co- 
ordinate efforts  among  U.S.  and  international  demining  participants. 

Question.  Given  the  increased  emphasis  on  demining,  are  there  certain  initiatives 
the  administration  could  undertake  to  improve  the  management  of  U.S.  government 
funded  demining  activities? 

Answer.  Currently  State,  Defense,  USAID,  JCS,  the  theater  CINCs,  and  the  Chief 
of  Mission  in  affected  countries  all  have  responsibilities  for  execution  of  various  as- 
pects of  the  program.  The  interagency  working  group  actively  pursues  coordination 
with  the  agencies  and  organizations  involved  to  optimize  resources  and  maximize 
programs.  Consolidation  under  a  single  organization  has  been  difficult  because  of 
the  distribution  of  demining  funding  among  several  departments  and  agencies,  the 
legislative  restrictions  associated  with  the  various  agencies'  funding,  and  the  need 
to  coordinate  activities  with  foreign  governments  and  international  organizations. 

The  Administration  is  working  to  improve  program  planning  to  add  emphasis  on 
program  life  cycle  needs.  This  requirements-based,  "cradle  to  grave"  approach  will 
improve  program  execution,  enhance  interagency  coordination,  and  strengthen  the 
planning  process. 

Question.  Would  it  be  helpful  from  a  management  and  funding  perspective  if  the 
Congress  merged  the  various  funds  appropriated  for  demining  activities  into  a  sin- 
gle discrete  budget  account? 

Answer.  The  current  interagency  approach  is  working  well.  However,  a  single  dis- 
crete budget  account  would  have  some  important  advantages,  assuming  that  it  was 
accompanied  by  the  necessary  authorities  including  allowing  funds  to  remain  avail- 
able until  expended  (multiple  or  no-year  funds)  and  having  "notwithstanding"  au- 
thorities. Sucn  a  fund  would  enhance  life  cycle  program  planning  and  allow  plan- 
ners to  apply  the  optimum  mix  of  contract,  NGK),  or  military  resources  to  most  effec- 
tively pursue  demining  program  objectives.  Fiscal  planning  and  continuity  problems 
exacerbated  by  single  year  mnding  problems  would  be  solved.  Optimally,  R&D  fund- 
ing should  also  be  included  in  order  to  increase  emphasis  on  demining-specific 
equipment  research  and  development  apart  frora  other  competing  priorities  and  pro- 
grams. 

Question.  Will  the  U.S.  contribution  to  the  administrative  budget  of  KEDO  con- 
tinue to  be  $3,000,000  in  FY  1997? 

How  much  of  the  FY  97  request  is  dedicated  to  the  purchase  of  heavy  fuel  oil? 

Will  any  of  the  FY  97  request  be  used  to  support  a  U.S.  contribution  to  the 
Lightwater  Reactor  project? 

Answer.  The  United  States  has  committed  to  play  a  leadership  role  in  the  inter- 
national organization  KEDO,  which  is  responsible  for  funding  and  implementing 
key  provisions  of  the  U.S.-DPRK  Agreed  Framework.  The  total  cost  of  KEDO 
projects  wiU  be  approximately  $6  billion  over  the  next  decade.  The  bulk  of  the  cost 
will  be  for  two  light  water  reactors,  provided  by  the  RepubUc  of  Korea. 

A  U.S.  leadership  role  in  KEDO  requires  a  high  level  of  U.S.  diplomatic  activity 
to  secure  additional  KEDO  contributors,  but  a  comparatively  low  level  of  U.S.  funds. 
Our  FY  97  request  represents  a  U.S.  KEDO  contribution  that  will  not  even  remotely 
approach  the  billions  of  dollars  our  trilateral  partners — Japan  and  the  Republic  of 
Korea — will  spend.  Still,  the  Administration  believes  $25  million  for  KEDO  activi- 
ties will  demonstrate  tangible  support  for  the  organization  and  enhance  our  ability 
to  secure  contributions  from  additional  members. 

Without  proper  funding,  KEDO  will  not  be  able  to  operate  or  carry  out  its  objec- 
tives, thereby  weakening  the  credibility  of  U.S.  leadership,  jeopardizing  the  imple- 
mentation of  the  Agreed  Framework,  and  contributing  to  rising  security  tensions  on 
the  Korean  Peninsula.  Full  funding  of  this  FY  97  request  is  the  best  way  to  promote 
both  U.S.  objectives  for  peace,  security,  and  nuclear  nonproliferation  in  Northeast 
Asia. 

The  Administration's  FY  97  KEDO  request  of  $25  million  will  be  spent  on  organi- 
zational and  project  costs.  We've  urged  other  governments  to  provide  funds  to 
KEDO  without  restrictions  on  their  use. 
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Organizational  costs:  The  United  States,  Japan  and  the  Republic  of  Korea,  as  the 
three  original  members  of  the  organization,  have  agreed  to  snare  annual  operating 
costs.  Because  it  is  still  early  in  KEDO's  1996  fiscal  year,  the  FY  1997  budget  has 
yet  to  be  promulgated.  We  believe,  however,  that  a  contribution  of  up  to  $3.5  million 
to  the  KEDO  administrative  budget  will  be  required  to  meet  the  costs  associated 
with  staffing,  leases,  consulting  services,  and  required  travel. 

Heavy  fuel  oil  project:  Funding  is  required  for  KEDO's  1997  heavy  fuel  oil  ship- 
ments to  the  DPRK,  which  will  total  500,000  tons  and  cost  between  $50-60  million, 
depending  on  the  market  price.  The  Agreed  Framework  provides  for  the  phased  pro- 
vision of  heavy  fuel  oil  to  the  DPRK  in  an  amount  equivalent  to  the  foregone  output 
of  its  graphite-moderate  nuclear  reactors,  had  they  come  on-line.  The  continuation 
of  heavy  fuel  oil  shipments  is  critical  at  this  early  stage  to  maintain  the  DPRK 
freeze  on  their  indigenous  nuclear  projects.  Until  construction  of  the  light  water  re- 
actors begins  in  earnest,  these  shipments  represent  the  only  tangible  benefit  of  the 
Agreed  Framework  to  the  North  Koreans.  Failure  to  meet  his  commitment  could 
lead  to  the  unraveling  of  the  agreement,  which  has  frozen  the  DPRK's  nuclear  pro- 
gram. 

Due  to  the  uncertainties  currently  surrounding  the  level  of  contributions  expected 
to  help  defray  the  costs  of  heavy  fiiel  oil  shipments  next  year,  it  is  difficult  to  pro- 
vide an  exact  cost-estimate  for  the  U.S.  contribution.  Uncertainty  centers  on  wheth- 
er or  not  the  EU  will  commit  itself  to  substantial  and  sustained  financial  support 
of  KEDO.  Therefore,  the  amount  of  the  FY  97  request  we  expect  to  use  in  support 
of  heavy  fuel  oil  shipments  would  be  up  to  approximately  $21.5  million.  With  the 
Republic  of  Korea  and  Japan  expected  to  cover  the  vast  majority  of  the  $5-6  billion 
needed  to  complete  the  light  water  reactor  project,  we  believe  such  a  substantial 
U.S.  contribution  towards  heavy  fuel  oil  is  necessary  to  demonstrate  U.S.  leader- 
ship, and  to  supplement  and  leverage  contributions  fi-om  other  countries  to  the 
KEDO  heavy  fiiel  oil  fund. 

Light  water  reactor  project:  Overall  costs  for  KEDO's  light  water  reactor  project 
are  estimated  to  be  approximately  $5-6  billion.  Firm  cost  estimates  will  not  be 
available  until  KEDO  concludes  the  supply  contract  next  year.  The  Republic  of 
Korea  will  play  a  central  role  in  the  financing  and  construction  of  the  two  light 
water  reactors.  Within  that  context,  Japan  will  play  a  significant  role  in  financing 
the  project.  Contributions  from  both  countries  will  amount  to  billions  of  dollars. 
After  contributing  $19  million  towards  the  creation  of  a  heavy  fuel  oil  collateral 
fund,  Japan  requested  that  the  United  States  make  at  least  a  small  contribution 
to  the  light  water  reactor  project.  Our  allies  believe  that  a  token  contribution  would 
symbolize  the  U.S.  commitment  to  the  Agreement  and  help  secure  funding  from  G- 
7  countries  and  other  donors.  No  final  decision  has  been  made  on  the  allocation  of 
funds  for  the  LWR  project. 

Submitted  to  Department  of  Defense 

Jordan  F-16s 

Secretary  Slocombe,  since  announcing  its  $200,000,000  program  to  assist  Jordan 
acquire  16  F-16s  from  the  United  States,  the  Administration  has  provided  Congress 
with  three  different  budget  estimates  of  the  five-year  costs  of  this  program.  For  ex- 
ample, when  the  program  was  first  briefed  to  the  Congress,  the  first-year  costs  was 
estimated  at  $32,000,000.  It  was  subsequently  revised  to  approximately 
$72,000,000.  Now,  the  most  recent  first-year  estimate  provided  to  the  Congress  is 
approximately  $95,000,000. 

Question.  Could  you  please  provide  the  subconunittee  with  a  reliable  five-year  life- 
of-project  estimate  for  this  program? 

Answer.  State  and  DoD  are  currently  developing  outyear  funding  options  for  this 
program.  We  hope  to  reach  agreement  soon  and  will  then  be  able  to  provide  a  final 
expenditure  profile. 

Question.  Could  you  please  explain  the  reasons  why  the  estimates  for  this  pro- 
gram have  been  revised  so  dramatically  in  the  course  of  only  a  three-month  period? 

Answer.  The  Jordan  F-16  program  is  a  work  in  progress.  Normally,  a  large  FMS 
case  is  well-defined  through  a  labor-intensive  program  development  process  before 
it  is  notified  to  Congress  and  formally  offered  to  the  customer.  However,  in  this 
case,  in  order  to  seek  supplemental  FMF  fiinding,  cost  estimates  were  required  very 
early  in  the  process  before  definitization  work  with  Jordan  had  been  completed.  By 
necessity,  the  cost  estimates  provided  at  various  stages  in  the  process  were  "rough 
order  of  magnitude"  figures  which  changed  as  the  definitization  work  proceeded. 

Initial  estimates  focused  on  a  straight  five-year  lease  program  unrelated  to  spe- 
cific fiscal  years  because  the  program  start  date  was  very  uncertain.  In  February, 
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a  definitization  meeting  was  held  in  Amman  to  further  refine  Jordanian  require- 
ments and  establish  a  projected  time  line  for  accompUshment.  As  a  result  of  that 
meeting,  in  March  the  USAF  was  finally  able  to  project  planned  expenditure  rates 
per  fiscal  year,  assuming  a  program  start  date  of  June.  Also  at  that  time,  termi- 
nation liability  was  assessed  to  protect  the  USG  and  US  industry  against  potential 
losses  resulting  from  early  program  termination;  this  action  inflated  expenditure  re- 
quirements in  the  first  few  years  when  contractual  obligations  are  expected  to  be 
highest. 

Further,  since  the  Administration's  request  for  $140M  is  supplemental  FY96  FMF 
was  supported  at  only  $70M,  the  USAF  had  to  revise  its  projected  expenditxire 
schedule  to  fit  the  available  funding  for  that  year.  As  soon  as  an  outyear  funding 
strategy  (which  tells  us  how  much  FMF  will  be  needed  in  the  out-years  for  this  pro- 
gram) is  developed,  we  can  provide  final  expenditure  figures. 

Question.  Could  you  please  provide  the  subcommittee  with  the  military  require- 
ments for  a  December  1997  delivery  date  for  these  F-16s?  Please  identify  the  urgent 
military  threats  which  necessitate  this  expedited  delivery  schedule? 

Answer.  The  strategic  air  threat  from  Sjrria  and  Iraq  is  over  8:1  in  fixed-wing 
combat  aircraft.  Should  Syria  accept  peace  with  Israel  and,  by  extension,  peace  with 
Jordan,  the  strategic  air  threat  ratio  from  Iraq  alone  is  still  over  3.5:1.  F-16s  serve 
to  meet  Jordan's  legitimate  defense  reqviirements.  They  are  badly  needed  to  modern- 
ize a  small  and  aging  fleet  of  fighters  in  the  Royal  Jordanian  Air  Force  which  pro- 
vide both  air  defense  for  Jordanian  sovereign  territory  and  air-to-ground  support  for 
the  Jordanian  army.  Therefore,  Jordan  requires  the  F-16s  as  soon  as  possible.  De- 
cember 1997  is  the  earliest  delivery  date  feasible  given  normal  program  lead  times 
and  U.S.  and  Jordan  funding  constraints. 

King  Hussein  is  demonstrating  great  courage  as  he  takes  a  stalwsut  stand  against 
the  regime  of  Saddam  Hussein.  King  Hussein  ordered  full  enforcement  of  United 
Nations  sanctions  and  took  measures  that  clearly  demonstrated  this  intent,  such  as 
tightening  border  inspections.  He  has  publicly  criticized  Saddam,  setting  in  motion 
a  major  strategic  shift  away  from  the  Government  of  Iraq.  The  King  is  hosting  30 
US  fighters  as  part  of  the  Air  Expeditionary  Force  which  helps  enforce  the  no-fly 
zone  in  southern  Iraq  as  part  of  Operation  Southern  Watch.  All  of  these  actions 
have  increased  Iraq's  incentives  to  exact  retribution  from  Jordan. 

Although  F-16s  will  substantially  improve  Jordan's  air  power  capability,  they  rep- 
resent much  more  than  military  utility.  These  aircraft  are  also  a  visible  symbol  of 
US  commitment  to  the  security  of  Jordan.  By  strengthening  Jordan  they  will  bolster 
a  valuable  force  for  stability  in  a  volatile  region,  and,  in  turn,  enhance  Israeli  secu- 
rity. Moreover,  by  demonstrating  that  the  US  makes  good  on  its  commitments  and 
stands  by  those  who  take  risks  for  peace,  this  program  will  both  strengthen  Amer- 
ican influence  in  the  area  and  promote  further  progress  in  the  Middle  East  peace 
process. 

Questions  for  the  Record  Submitted  by  Representative  Pelosi 

Submitted  to  Department  of  State 

China  and  the  CCW 

Question.  What  role  is  the  government  of  China  playing  in  the  deliberations  to- 
ward a  global  ban  on  landmines?  Is  the  Chinese  government  being  cooperative  at 
the  on-going  Convention  on  Conventional  Weapons  in  Geneva?  What  countries  are 
weakening  or  obstructing  the  attempts  to  establish  a  global  ban  on  landmines? 

Answer.  It  became  quite  clear  during  the  more  than  two  years  of  negotiations  that 
led  up  to  this  month's  CCW  Review  Conference  that  many  states,  including  China, 
Russia,  India,  and  Pakistan,  still  depend  heavily  on  anti-personnel  mines  and  cat- 
egorically refUse  to  consider  a  total  ban.  As  a  result,  most  western  states  (including 
those  supporting  a  ban)  focused  at  this  Conference  on  improving  the  current  land- 
mines protocol  as  opposed  to  banning  anti-personnel  landmines  outright. 

China  and  similarly  situated  states  did  initially  oppose  many  of  the  improvements 
proposed  by  us.  In  the  final  analysis,  however,  they  did  not  hinder  adoption  of  the 
revised  Protocol,  and  accepted  changes  which  they  had  originally  opposed  as  "unac- 
ceptable". It  would  be  inaccurate,  therefore,  to  say  they  were  "obstructionist".  In 
fact,  we  believe  that  the  final  package  is  stronger  than  anyone  close  to  the  process 
thought  it  would  be. 

The  bottom  line  is  that  China,  an  active,  tough  negotiator,  refused  to  accept  all 
that  we  proposed  but  ultimately  accepted  a  package  which  represents  a  substantial 
change  for  the  better  in  its  anit-personnel  mine  inventories  and  ensures,  in  the 
meantime,  that  non-compliant  mines  will  not  proliferate  to  other  countries. 
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Kenya:  Military  Assistance 

Question.  What  military  assistance  is  the  United  States  providing  to  the  govern- 
ment of  Kenya?  Is  the  U.S.  conducting  joint  military  training  exercises  with  the 
Kenyan  armed  forces?  What  would  the  consequences  be  for  the  region  if  Kenya  were 
to  become  politically  unstable? 

Answer.  We  enjoy  excellent  military-to-miUtary  relations  with  Kenya,  including 
mutually  beneficial  joint  training  exercises.  These  close  ties  help  to  advance  several 
U.S.  goals:  Maintaining  the  professionalism  of  Kenya's  armed  forces,  keeping  them 
out  of  politics,  encouraging  their  continued  participation  in  international  peacekeep- 
ing, and  facilitating  our  access  to  key  Kenyan  air  and  sea  facilities. 

Kenya  is  the  principal  point  of  access  for  U.S.  miUtary  and  relief  operations  in 
the  strategic  Horn  of  Africa  and  the  politically  troubled  Great  Lakes  region.  Kenya 
served  as  a  critical  transit  point  for  U.S.  and  UN  forces  in  Somalia  and  was  a 
springboard  for  humanitarian  operations  in  Rwanda.  The  United  States  is  providing 
military  assistance  to  Kenya  of  $300,000  in  International  Military  and  Education 
Training  (IMET)  funds  in  FY  1996.  An  increase  in  IMET  funding  to  $350,000  has 
been  requested  for  FY  1997. 

The  United  States  is  planning  to  conduct  the  following  joint  exercises  with  Ken- 
yan armed  forces: 

"Immense  Dancer"  Date  TBD,  SOF  exercise; 

"Natural  Fire"  1-30  September  1996,  SOF  exercise; 

"Noble  Piper"  Date  TBD,  SOF  exercise; 

"Eastern  Castle"  May  1 — September  30,  1996,  ARGENT  engineer  exercise; 

"Edged  Mallet"  Date  TBD,  A  NAVGENT  exercise  conducted  off  the  Kenyan 

Exercise  Related  Construction  (ERG).  GENTGOM  will  provide  T-10  funds  for 
construction  of  water  wells  during  FY96  and  FY97. 
Previous  Significant  Exercises  Included: 

"United  Shield" — U.S.  support  for  UNOSOM's  February  1995  withdrawed  was 
supported  out  of  Nairobi  and  Mombasa.  Rehearsals  were  conducted  in  Kenyan 
territory  prior  to  the  operation. 

U.S.  Army  training  assistance  team  (TAT)  conducted  reverse  osmosis  water 
purification  unit  (ROWPU)  training  in  January  1995. 

"Restore/Continue  Hope" — U.S.  support  of  UN  operation  in  Somalia  were  sup- 
ported out  of  Kenya.  The  1994  wiUidrawal  of  U.S.  troops  from  Somalia  was 
staged  through  Mombasa  and  Nairobi. 

"Support  Hope" — U.S.  logistics  and  humanitarian  support  of  UN  operation  in 
Rwanda  were  transshipped  through  Kenya. 
The  political  destabilization  of  Kenya  woiild  have  serious  consequences  through- 
out already  troubled  central  and  east  Africa.  As  mentioned,  Kenya  serves  as  a  criti- 
cal staging  point  for  U.S.  hiunanitarian  operations  in  the  region.  Kenya  plays  an 
important  role  on  regional  issues  such  Sudan,  Somalia,  and  to  a  lesser  extent 
Central  Africa.  Kenya  (and  Ethiopia)  is  key  to  the  success  of  the  Greater  Horn  of 
Africa  Initiative  (GHAI),  particularly  in  the  areas  of  refugees,  food  security,  and  cri- 
sis prevention  and  mitigation. 

IMET  FOR  Indonesia 

Question.  What  is  the  justification  for  IMET  for  Indonesia  for  FY  '97  in  light  of 
Indonesia's  terrible  human  rights  record? 

Answer.  Respect  for  human  rights  is  a  product  of  a  professional,  disciplined,  and 
well  trained  military  organization.  IMET  is  the  best  and  most  effective  tool  avail- 
able to  promote  progress  in  Indonesian  efforts  to  enhance  professionalism  in  its 
armed  forces.  It  is  not  a  reward  for  past  behavior,  but  a  means  of  influencing  how 
the  military  will  operate  in  future. 

There  is  no  evidence  that  denial  of  IMET  has  any  positive  effect  on  improving 
human  rights.  On  the  contrary,  we  do  have  solid  examples  of  IMET  recipients  in 
Indonesia  who  are  working  hard  to  "professionalize"  their  armed  forces,  most  nota- 
bly the  current  Indonesian  Commander-in-Chief,  General  Tanjung.  It  is  also  clear 
from  policy  statements,  punishment  of  human  rights  violators,  and  publication  of 
human  rights  guides  for  Indonesian  soldiers  that  respect  for  basic  human  rights  is 
a  subject  of  increased  emphasis  in  the  Indonesian  armed  forces.  IMET-educated  offi- 
cers have  been  the  catalysts  in  this  process.  Like  other  long  term  benefits  associated 
with  the  IMET  program,  professionalization  of  the  Indonesian  armed  forces  is  a  con- 
tinuing process.  Providing  full  IMET  funding  will  accelerate  this  process  by  exposing 
Indonesian  officers  to  an  armed  force  that  is  disciplined,  competent,  well  trained, 
and  accomplishes  its  mission  through  positive  leadership  and  respect  for  human 
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rights.  We  cannot  think  of  anjrthing  more  conducive  to  promoting  better  Indonesian 
armed  forces  behavior  than  exposure  to  the  U.S.  armed  forces. 

IMET  AND  Human  Rights  in  Indonesia 

Question.  During  your  testimony,  you  noted  that  some  steps  have  been  made  and 
that  some  important  progress  has  been  made  in  Indonesia.  How  is  the  effectiveness 
of  IMET  programs  measured  and  evaluated  with  respect  to  Indonesia?  What 
progress  has  been  made  in  improving  human  rights  in  Indonesia?  What  progress 
can  be  attributed  to  IMET? 

Answer.  Embassy  Jakarta's  Office  of  the  Military  Attache  for  Defense  Programs 
(OMADP)  maintains  a  database  of  all  IMET  students.  There  is  a  separate  database 
on  former  graduates  who  reach  "positions  of  prominence".  These  data  bases  are  re- 
viewed and  updated  on  an  ongoing  basis,  and  show  that  the  number  of  graduates 
who  reach  positions  of  importance  and  influence  is  substantial. 

In  general  IMET  recipients  are  among  the  "fastest  movers"  in  the  Indonesian 
armed  forces.  They  have  the  potential  to  occupy  the  most  important  policy  making 
positions  in  Indonesia. 

Evaluation  of  IMET  effectiveness  is  subjective  and  dependent  on  which  yardstick 
is  used  to  measure  it.  There  are,  however,  some  objective  indicators  that  may  be 
applied:  An  IMET  graduate  took  the  historic  step  of  making  the  decisive  rec- 
ommendation to  the  President  Soeharto  to  sack  two  general  officers  following  the 
Dili  incident.  He  also  punished  soldiers  involved  in  the  incident  and  subsequently 
has  authorized  punishment  of  soldiers  who  are  guilty  of  human  rights  violations. 
Although  these  decisions  were  made  by  the  current  armed  forces  commander-in- 
chief,  it  is  unlikely  he  made  them  in  isolation.  His  closest  advisors  and  confidants 
are  a  group  of  young  brigadiers  and  senior  colonels  who  are,  in  many  cases,  multiple 
IMET  recipients. 

Recent  policy  statements,  the  punishment  of  human  rights  violators  in  East  Timor 
and  Irian  Jaya,  the  military's  ongoing  investigations  into  other  reports  of  abuse,  and 
the  military's  recent  issuance  of  a  human  rights  guide  for  Indonesian  soldiers  show 
that  respect  for  human  rights  is  increasingly  emphasized  by  the  Indonesian  mili- 
tary. The  junior  brigadiers  and  colonels  now  comprise  the  largest  pool  of  multiple 
IMET  recipients  in  the  Indonesian  armed  forces.  If  they  follow  the  lead  of  the  cur- 
rent senior  leadership,  we  expect  increased  professionalism  and  respect  for  human 
rights  within  the  military  to  continue. 

Turkey  Still  Receiving  FMF  and  Other  Aid 

Question.  In  Ught  of  Turkey's  human  rights  record,  why  is  Turkey  still  receiving 
FMF  and  other  aid/sales? 

Answer.  Turkey  remains  a  very  important  friend  and  NATO  ally,  which  is  faced 
with  real  security  concerns  in  an  unstable  part  of  the  world.  An  increasingly  impor- 
tant regional  power  whose  interests  coincide  closely  with  ovu*  own,  Turkey  is  central 
to  a  number  of  issues  that  are  critical  for  the  U.S.  on  the  Eurasian  continent:  peace 
in  the  Balkans,  advancing  a  settlement  in  Cyprus  and  resolution  of  Aegean  issues, 
containing  Iraq  and  Iran,  bringing  stability  to  the  Caucasus,  negotiating  with  Rus- 
sia on  CFE  issues,  and  bringing  Caspian  Basin  oU  to  the  West.  Tiu-key  hosts  Oper- 
ation Provide  Comfort,  which  deters  aggression  from  Saddam  Hussein  by  maintain- 
ing the  no-fly  zone  over  northern  Iraq  and  providing  humanitarian  assistance  to  the 
population  of  the  region.  Turkey  is  also  developing  important  and  usefvil  relation- 
ships with  Israel  and  moderate  Arab  states.  For  aU  of  these  reasons,  we  should  con- 
tinue to  provide  Txu-key  with  necessary  military  assistance,  while  we  continue  our 
frequent  and  high-level  dialogue  to  urge  hvunan  rights  improvements. 

As  a  mater  of  law  and  Administration  policy,  we  review  on  a  case-by-case  basis 
all  arms  transfers  and  in  each  case  make  our  decision  taking  into  account  human 
rights  concerns.  Many  (though  not  all)  of  Turkey's  hxmian  rights  problems  result 
from  its  miUtary  conflict  in  the  southeast  against  the  PKK,  a  vicious  terrorist  orga- 
nization which  has  not  hesitated  to  attack  U.S.  and  Western  interests  and  whose 
avowed  aim  is  the  creation  of  a  Kurdish  state  out  of  southeastern  Turkey.  We  con- 
tinue to  emphasize  to  the  Turks  that  carefully  calibrated  military  operations  against 
the  PKK  must  be  coupled  with  initiatives  to  expand  cultural  and  civil  rights  for  Tur- 
key's Kurdish  citizens.  For  these  reasons,  we  have  been  heartened  by  PM  Yilmaz's 
statements,  pledging  a  serious  effort  to  develop  political,  cultural  and  economic  solu- 
tions to  the  conflict  in  the  southeast,  and  will  urge  that  these  be  put  into  effect. 


221 

IMET  FX)R  Guatemala 

Question.  In  March  1995,  the  Administration  suspended  IMET  to  Guatemala  on 
the  grounds  of  a  lack  of  progress  in  the  prosecution  of  key  human  rights  cases,  in- 
cludmg  the  murders  of  Guatemalan  anthropologist  Myma  Mack,  US  citizens  Mi- 
chael DeVine,  Nicholas  Blake  and  Griffith  Davis,  the  torture  of  U.S.  citizen  Sister 
Dianna  Ortiz,  and  the  forced  disappearance  of  Efrain  Bamaca,  husband  of  US  citi- 
zen Jennifer  Harbury.  There  has  been  no  progress  in  these  cases.  Why  is  the  Ad- 
ministration seeking  IMET  funds  for  Guatemala  for  FY  97? 

Answer.  Our  top  policy  priorities  in  Guatemala  are  achieving  a  peace  agreement 
to  end  the  35-year  long  civil  war,  and  increasing  respect  for  human  rights.  The  co- 
operation of  the  military  is  essential  to  achieve  both  of  these  goals. 

IMET  for  Guatemala  was  suspended  in  March  1995  because  of  continued  concern 
about  impunity  for  military  officials  involved  in  human  rights  abuses.  We  are  en- 
couraged by  steps  taken  by  President  Alvaro  Arzu,  who  took  office  in  January,  to- 
ward ending  impunity  and  increasing  respect  for  human  rights.  Arzu  removed  a 
number  of  senior  military  officers  ftx)m  active  duty,  and  fired  over  100  corrupt  police 
officials  in  his  first  month  in  office. 

President  Arzu  has  indicated  that  providing  training  for  the  military  about  its 
role  in  a  peacetime,  democratic  society  is  one  of  the  most  important  things  we  can 
do  to  support  the  peace  process.  The  limited  IMET  funding  of  $225,000  we  have  re- 
quested for  Guatemala  in  FY  '97  gives  us  the  policy  flexibility  to  provide  this  train- 
ing if  sufficient  progress  is  made  toward  ending  impunity. 

We  are  prepared  to  consult  with  Congress  about  progress  made  in  addressing 
human  rights  concerns  before  sending  forth  any  Congressional  Notification  for  re- 
sumption of  IMET  funding  for  Guatemala. 

Questions  for  the  Record  Submitted  by  Representative  Torres 

Submitted  to  Department  of  State 

Colombia 

Question.  Despite  decertification,  the  Administration's  international  Narcotics  and 
law  Enforcement  (INL)  request  as  well  as  the  Administration's  Foreign  Military 
Sales  (FMS)  estimates  for  FY  1997  represent  a  substantial  increase  over  the  esti- 
mated INL  and  FMS  funds  for  FY  1996.  Colombia  would  have  been  decertified  for 
FY  1995  had  it  not  been  granted  a  national  security  waiver.  How  is  it  justifiable 
not  only  to  continue  but  to  increase  countemarcotics  military  assistance  to  a  country 
that  was  not  even  granted  a  national  secvuity  waiver?  Is  a  breakdown  available  of 
the  INL  request?  What  analysis  of  the  Colombian  military's  human  rights  record  ac- 
companies FMS  decisions  for  Colombia? 

Answer.  The  primary  USG  countemarcotics  goal  in  Colombia  is  to  assist  in  the 
destruction  of  major  narcotics  trafficking  syndicates  through  the  arrest  and  prosecu- 
tion of  syndicate  leaders  and  the  confiscation  of  their  assets.  Closely  related  goals 
are  to  discourage  money  laundering  and  to  help  the  Government  of  Colombia  to  de- 
stroy all  illicit  cultivation  and  the  infi'astructure  which  supports  production  of  illicit 
drugs.  United  States'  assistance  also  sustains  Government  of  Colombia  public 
awareness  and  education  programs  that  seek  to  dissuade  Colombians  from  engaging 
in  illicit  narcotics  activities.  The  request  for  FY  1997  seeks  to  sustain  established 
programs  and  to  provide  the  support  that  will  be  needed  to  ensure  an  unbroken 
transition  to  institutions  which  operate  without  the  need  for  additional  external 
support.  The  FY  1997  request  of  $25  million  is  actually  lower  than  our  request  for 
FY  1996  by  some  $  10  million.  We  continue  to  support  those  elements  of  the  Colom- 
bian establishment  that  are  fiilly  cooperating  with  the  United  States  in  the  struggle 
against  illicit  narcotics  production  and  trafficking.  The  Colombian  National  Police 
have  been  exemplary  in  this  regard.  They  have  arrested  most  of  the  top  leadership 
of  the  Call  mafia.  Despite  losses  of  life  and  equipment  to  ground  fire,  the  police 
pressed  forward  on  coca  eradication  and  are  dedicated  to  destroying  all  illicit  crops 
within  their  borders.  The  support  to  the  CNP  and  militaiy  countemarcotics  units 
are  subproject  activities  of  the  Narcotics  Law  Enforcement  Project.  For  FY  1997,  we 
are  requesting  $10  million  in  military  countemarcotics  support  for  those  activities 
that  support  the  CNP's  countemarcotics  activities  or  are  cfesigned  to  complement 
U.S.  militsiry  countemarcotics  programs  and  operations.  For  example,  the  Air  Force 
would  receive  maintenance  assistance  and  training  for  its  aircraft  that  support 
countemarcotics  operations.  The  Colombian  Navy  and  Marine  branch  are  expected 
to  manage  a  countemarcotics  campaign  on  the  rivers  and  the  coast.  Training  and 
technical  assistance  will  be  provided  to  Colombian  riverine  and  Coast  Guard  Harbor 
Patrol  programs.  As  in  all  of  our  narcotics  control  programs,  we  carefully  consider 
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the  human  rights  records  of  the  units  we  support.  We  will  not  provide  assistance 
to  any  military  or  police  entity  believed  to  engage  in  or  tolerate  human  rights 
abuses.  We  also  vet  GOC-sponsored  applicants  for  training  to  screen  out  candidates 
with  poor  human  rights  records. 

Colombia 

Question.  In  1994,  Congfress  mandated  the  Secretary  of  State  to  certify  that  mili- 
tary assistance  to  Colombia  is  "primarily  for  countemarcotics  purposes.'  This  arose 
out  of  concern  that  assistance  was  diverted  from  countemarcotics  to 
counterinsurgency  purposes.  No  reasoning  or  justification  seems  to  have  been  pro- 
vided with  the  end-use  certification  that  took  place  on  August  25,  1995. 

On  what  basis  was  this  end-use  certification  made  for  countemarcotics  activities? 

How  do  you  determine  that  funds  would  be  used  primarily  for  countemarcotics 
activities? 

What  is  meant  by  "primarily"  for  countemarcotics  activities? 

Do  vou  assume  such  a  certification  to  hold  for  INL  funds  for  FY  1996? 

Will  a  justification  be  provided  for  the  next  end-use  certification? 

Answer.  A.  The  Foreign  Operations,  Export  Financing,  and  Related  Programs  Ap- 
propriations Act,  1995  (P.L.  103-306)  included  a  provision  under  Title  III  (Military 
Assistance — Foreign  Military  Financing  Program)  requiring,  "that  none  of  the  fiinds 
appropriated  under  this  heading  may  be  available  for  Colombia  or  Bolivia  until  the 
Secretary  of  State  certifies  that  such  funds  will  be  used  by  such  country  primarily 
for  countemarcotics  activities."  As  specified  in  the  legislation,  this  certification  ap- 
plies only  to  FY  1995  Foreign  Military  Funds  (FMF)  for  Colombia  and  Bolivia.  The 
certification  for  Colombia  was  based  on  a  plan  coordinated  with  the  State  Depart- 
ment, the  U.S.  Embassy  in  Bogota,  and  the  Colombian  Ministry  of  Defense,  the  Gov- 
ernment of  Colombia's  ministry  responsible  for  military  and  police.  The  plan  called 
for  continued  support  for  training  and  the  illicit  crop  eradication  poppy  efforts  of  the 
national  police,  computer  management  support  for  the  Ministry  of  Defense,  com- 
puter aircraft  management  support  for  the  air  force,  and  training  and  logistics  sup- 
port for  the  navy.  The  standard  to  meet  the  "primarily"  criterion  is  that  at  least 
50  percent  use  be  in  support  of  countemarcotics  activities,  although  a  similar  provi- 
sion regarding  FMF  for  Colombia  continues  in  this  year's  Foreign  Operations  Appro- 
priations Act,  no  FMF  ftmds  are  allocated  for  Colombia  in  PT  1996;  thus,  no 
countemarcotics  certification  will  be  made.  Funds  appropriated  to  the  State  Depart- 
ment pursuant  to  the  Foreign  Assistance  Act  of  1961,  as  amended  (Part  I,  Chapter 
8,  Sections  481  and  482 — International  Narcotics  Control),  are  not  subject  to  the 
FMF  certification  requirement;  therefore,  no  determination  or  justification  is  nec- 
essary. 

Guatemala/Honduras  Arms  Sales 

Question.  In  FY  '95,  about  $22  million  in  Arms  Sales  were  licensed  for  both  Gua- 
temala and  Honduras.  It  is  my  understanding  that  for  each  country  about  $20  mil- 
lion of  this  amount  was  for  computer  and  ATM  equipment.  Is  that  correct?  Can  you 
provide  an  explanation  of  the  end  use  of  this  technology?  If  it  is  dual  use  technology, 
what  is  the  military  purpose  for  which  it  might  be  used? 

Answer.  Yes,  that  is  essentially  correct:  for  Guatemala,  the  actual  figure  is 
$20,205,346;  and,  for  Honduras,  the  actual  figure  is  $20,096,746.  For  both  countries, 
eleven  licenses  were  approved  for  secure  communications/computer  equipment  for 
commercial  use:  the  largest  part,  about  $18  million  in  each  country,  went  to  the 
major  commercial  communications  company;  smaller  amounts  went  to  various  pri- 
vate sector  commercial  enterprises  for  their  use,  i.e.  businesses,  banks,  currency  ex- 
change companies.  Encrjrption  technology  of  this  type  is  controlled  by  the  Inter- 
national Traffic  in  Arms  Regulations  (ITAR)  under  the  U.S.  Munitions  List,  Cat- 
egory XIII.  It  is  not  considered  dual  use  technology,  but  does  have  varied  commer- 
cial applications,  as  described  above. 

Mexican  Use  of  Military  Personnel 

Question.  There  are  reports  that  Mexico,  particularly  in  the  state  of  Chihuahua, 
has  begun  filling  police  posts  with  military  personnel.  Can  you  tell  us  what  U.S. 
policy  is  on  the  use  of  military  personnel  on  civilian  poUce  forces,  and  the  relation- 
ship of  any  U.S.  training  programs  to  this  practice? 

Answer.  Beginning  in  December  1995,  the  Mexican  Government  initiated  a  joint 
miUtary/federal  police  pUot  program  only  in  the  state  of  Chihuahua.  In  this  pro- 
gram, Mexican  military  personnel  are  assigned  on  special  duty  to  federal  police  in- 
stallations in  Chijhuahua  to  enhance  countemarcotics  efforts  by  working  with  exist- 
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ing  police  units  or  training  new  units.  Military  personnel  involved  in  the  program 
are  on  special  leave  from  their  military  assignments.  The  program  is  under  the  su- 
pervision of  the  Mexican  Attorney  General's  office. 

This  pilot  project  is  a  Mexican  initiative.  There  are  no  U.S.  training  programs  re- 
lated to  it. 

U.S.  MiLITARY/POUCE  TRAINING  WiTH  THE  MEXICAN  GOVERNMENT 

Question.  Are  there  any  U.S.  military  or  police  training  programs  with  the  Mexi- 
can government  that  are  outside  of  those  funded  through  IMET,  INL,  and  ICITAP? 
If  so,  please  detail  these  programs. 

Answer.  As  part  of  an  on-going  dialogue  with  the  Mexican  government  to  enhance 
miUtary-to-military  cooperation,  the  Etefense  Department  and  Mexican  Secretariat 
of  National  Defense  agreed  to  several  coimtemarcotics  training  activities  funded  by 
DoD's  counterdrug  budget.  The  training  is  similar  to  what  has  been  provided  to 
other  miUtaries  in  this  hemisphere  and  in  Southeast  Asia. 

Briefly,  the  training  consists  of  the  following: 

Pilot  and  mechanic  training  to  prepare  the  Mexican  military  for  effective  use  of 
UH-IH  helicopters  which  we  have  proposed  providing  Mexico  from  DoD's  excess  in- 
ventory. 

Countemarcotics  training  for  Mexican  military  personnel  both  in  a  "train  the 
trainer"  concept  and  in  operational  personnel  training.  This  training  began  in  April 
and  will  be  carried  out  in  stages  through  early  next  year. 

Assistance  Provided  to  the  Colombian  Army 

Question.  Has  the  Administration  provided  the  Colombian  Army  with  any  assist- 
ance since  1994?  What  kind?  Does  the  Administration  intend  to  provide  the  Colom- 
bian Army  assistance  from  FY  1996  funds  or  during  FY  1997? 

Answer.  It  has  been  our  policy  since  1994  to  provide  no  direct  assistance  to  the 
Colombian  Army,  other  than  the  International  Military  Education  and  Training 
(IMET)  program,  including  Expanded  IMET.  We  will  be  certain  to  consult  fully  with 
Congress  should  we  wish  to  change  that  policy  in  the  future.  The  March  1 
countemarcotics  decertification  of  Colombia  requires  the  cut-off  of  most  forms  of  for- 
eign assistance,  except  certain  categories  of  countemarcotics  and  humanitarian  as- 
sistance. The  IMET  program  has  been  cut  off  by  the  decertification.  However,  stu- 
dents who  began  their  training  prior  to  March  1  are  being  allowed  to  continue  in 
accordance  with  Section  617  of  the  Foreign  Assistance  Act  of  1961,  as  amended. 

The  Colombian  Army  has  benefitted  incidentally  firtm  counternarcotics-related 
joint  training  exercises  with  the  U.S.  military  in  which  the  primary  beneficiary  has 
been  the  U.S.  forces. 

In  FY  1994,  approximately  $412,000  in  IMET  (including  E-IMET)  went  to  the  Co- 
lombian Army  out  of  a  total  Colombia  IMET  program  of  $900,000.  In  FY  1995,  that 
figure  was  approximately  $208,000  out  of  $588,000.  In  FY  1996,  the  Colombian 
Army  received  approximately  $76,000  out  of  Colombia's  total  IMET  program  of 
$111,000  prior  to  the  decertification  cut  off. 

Colombian  Military  Officers:  Human  Rights 

Question.  The  U.S.  Embasssy  in  Colombia  screens  Colombian  military  officers  who 
travel  to  the  U.S.  for  training.  The  Colombian  Defense  Ministry  provides  a  list  of 
candidates  to  the  U.S.  Embassy,  but  how  does  the  Embassy  obtain  information 
about  the  human  rights  records  of  the  candidates?  To  what  extent  does  the  Embassy 
seek  information  from  Colombian  or  international  hvunan  rights  NGOs? 

Answer.  When  the  Colombian  Ministry  of  Defense  submits  a  list  of  such  can- 
didates to  the  U.S.  Embassy,  these  officers  have  already  been  screened  by  the  Min- 
istry's office  of  himian  rights  for  any  negative  history  of  human  rights  violations. 
That  office  is  provided  by  the  office  of  the  Attorney  General  of  Colombia  with  any 
"rap  sheets"  containing  prior  disciplinary  actions  against  candidates. 

In  vetting  military  training  candidates,  the  Embassy  relies  upon  this  pre-screen- 
ing  process  and  upon  thorough  checks  of  the  files  of  the  DEA,  the  consular  section, 
and  other  sections  of  the  Embassy.  Because  of  tJie  large  niunber  of  such  candidates 
and  a  shortage  of  Embassy  personnel,  the  Embassy  does  not  consvilt  with  or  seek 
input  from  either  Colombian  or  international  himian  rights  NGOs.  It  does,  however, 
consult  with  them  in  the  case  of  military  officials  and  diplomats  being  assigned  to 
work  in  the  U.S. 
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Uganda:  U.S.  Assistance 

Question.  With  the  Uganda  Peoples  Defense  Forces  involved  in  suppressing  two 
violent  groups  in  the  north,  and  the  violation  of  freedom  of  assembly  by  the  Local 
Defense  Units  (LDU's)  and  the  security  forces,  what  safeguards  are  in  place  to  en- 
sure that  U.S.  equipment  does  not  contribute  to  human  rights  abuses?  Have  any 
end  use  monitoring  mechanisms  been  set  up,  and  if  so  what  are  they? 

Answer.  The  United  States  has  not  provided  any  lethal  assistance  to  the  Ugandan 
miUtary  in  recent  years  and  has  no  plans  at  present  to  provide  such  support.  Sales 
of  controlled  military  equipment  to  a  foreign  country,  including  non-lethal  items,  are 
reviewed  within  a  formal  interagency  process  to  ensure  that  they  do  not  undermine 
our  human  rights  objectives.  The  normal  interagency  process  for  export  licensing  of 
defense  articles  includes  mechanisms  for  end  use  monitoring. 

Ethiopia:  Regional  Defense  Capacity  Building 

Question.  How  much  is  Ethiopia  to  receive  out  of  the  $6  million  for  East  Africa 
regional  defense  capacity  bmlding?  What  types  of  equipment  are  being  supplied  or 
sold?  How  much  of  the  assistance,  if  any,  is  in  the  form  of  credit  allowing  the  gov- 
ernment to  purchase  other  types  of  equipment? 

Answer.  Before  determining  how  much  Ethiopia  will  receive  for  East  Africa  re- 
gional defense  capacity  bviilding,  the  results  from  the  recently  returned  assessment 
team  must  be  finalized.  All  assistance  to  Ethiopia  (also  Uganda  and  Eritrea)  will 
be  in  form  of  grants;  no  credit  will  be  offered. 

Submitted  to  Department  of  Defense 

Uganda 

Question.  Can  U.S.  interaction  in  JCETs  be  shaped  to  include  updates  on  the  per- 
formance of  Ugandan  units  in  the  north,  which  nave  taken  part  in  those  military 
exercises?  Such  reports  would  address  incidents  of  human  rights  abuses  and  what 
actions  have  been  taken  against  those  responsible.  If  such  incidents  occurred,  what 
would  be  the  response  of  U.S.  trainers  and  at  what  point  could  a  response  be  trig- 
gered? 

Answer.  Our  PT96  JCET  in  Uganda  completed  its  training  mission  on  15  May 
1996.  JCETs  are  in  support  of  oiu"  national  objectives  and  call  for  the  provision  of 
national  assistance,  maintenance  and  expansion  of  strategic  access,  the  fostering  of 
a  professional  military  ethic,  encouragement  of  regional  cooperation,  the  rewarding 
of  positive  steps  toward  democratization,  and  an  understanding  of  the  importance 
of  human  rights.  JCETs  also  provide  the  U.S.  military  with  valuable  in-country  op- 
erating experience.  In  consultation  with  3rd  Special  Forces  Group,  responsible  for 
JCETs  within  the  USEUCOM  AOR,  the  JCET  team  would  stop  the  training  if 
human  rights  abuses  occurred. 

Ethiopl\ 

Question.  Does  the  U.S.  plan  to  conduct  joint  training  exercises  with  the  Ethio- 
pian armed  forces?  Have  they  already  and  if  so,  how  many  times? 

Answer.  A  joint  training  exercise  with  the  Ethiopian  armed  forces  is  planned  for 
6-26  July  1996.  In  addition,  USCENTCOM  is  conducting  a  demining  training  exer- 
cise in  both  Ethiopia  and  Eritrea.  Previous  joint  exercises  included  three  exercises 
each  year  during  1994  and  1995  (an  advanced  explosive  ordnance  disposal,  a  combat 
enrineer,  and  a  medical  exercise). 

Question.  The  U.S.  has  also  been  invited  to  completely  rebuild  the  military's  legal 
svstem  so  the  interaction  will  be  extensive.  Given  this  opportunity,  what  steps  will 
the  U.S.  take  to  ensure  that  future  efforts  to  enforce  accountability  within  the  mili- 
tary will  be  genuine  and  vigorous? 

IMET 

Answer.  The  Naval  Justice  School  provides  military  justice  training  under  the  Ex- 
panded International  Military  Education  and  Training  (IMET)  program.  The  central 
focus  is  to  develop  an  understanding  of  how  military  judicial  systems  can  be  imple- 
mented to  ensure  that  members  of  a  country's  armed  forces  are  held  accountable 
for  protection  of  human  rights  or  are  sanctioned  for  their  failure  to  protect  them. 
The  program  is  divided  into  three  phases.  During  the  first  phase,  a  team  from  the 
International  Training  Detachment  visits  the  host  country  to  assess  the  issues  and 
concerns  facing  the  country.  Next  is  the  curriculum  building  phase  where  host  coun- 
try delegates  visit  U.S.  military  installations  and  receive  a  variety  of  briefings  on 
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U.S.  programs  relevant  to  the  issues  identified  during  phase  I.  In  the  last  phase, 
a  seminar  is  conducted  in  the  host  country  providing  an  open,  candid  discussion  re- 
garding the  issues.  After  completion  of  these  three  phases  of  the  program,  a  country 
may  elect  to  have  any  amount  of  follow-on  training.  Phase  I  was  conducted  in  Ethio- 
pia during  early  May  1996;  phase  II  is  tentatively  planned  for  October  1996;  while 
phase  III  is  planned  for  January  1997. 

Question.  In  the  description  of  IMET  given  in  the  Congressional  Presentation  Doc- 
ument, there  is  a  rhetorical  emphasis  on  issues  that  relate  most  closely  to  Expanded 
IMET.  What  percentage  of  the  FY96  IMET  budget  is  going  to  E-IMET  program- 
ming and  what  percentage  do  you  plan  to  designate  for  FY97? 

Answer.  For  FY96,  we  expect  to  exceed  $6M  in  Expanded  IMET  programs  (of  the 
$39M  FY96  IMET  appropriation).  This  is  slightly  greater  than  15%  of  the  appropria- 
tion. 

For  FY97,  we  expect  to  exceed  $6M  in  Expanded  IMET  programs.  This  would  be 
approximately  13%  of  the  appropriation. 

Colombia 

Question.  I  understand  that  some  of  the  in-country  training  of  Colombian  military 
personnel  by  U.S.  Green  Berets  occurs  in  military  bases  in  Colombia  in  areas  where 
serious  paramilitary  activity  and  human  rights  violations  take  place.  While  some  of 
the  training  ostensibly  contains  a  human  rights  component,  the  training  also  in- 
cludes military  matters,  so  it  serves  to  legitimate  the  human  rights  violations  com- 
mitted by  the  Colombian  military.  Of  what,  specifically,  does  the  in-country  human 
rights  training  consist?  What  steps  are  taken  to  ensure  that  U.S.  tredners  are  not 
working  with  human  rights  abusers  within  Colombia? 

Answer.  Human  rights  training  is  inherent  in  all  U.S.  military  training.  All  U.S. 
military  personnel,  including  Special  Forces  personnel,  must  receive  additional 
human  rights  training  prior  to  deployment  to  Colombia.  U.S.  military  personnel  re- 
ceive standing  human  rights  orders  when  deployed  to  Colombia.  These  orders  re- 
quire U.S.  personnel  to  incorporate  human  rights  aspects  into  every  phase  of  train- 
ing and  behavior  and  to  emphasize,  to  the  allied  nation  participants,  the  importance 
of  adhering  to  human  rights  principles.  The  training  requires  that  U.S.  personnel 
be  cognizant  of  possible  human  rights  abuses  and  report  any  such  abuse  to  the  ap- 
propriate authorities.  All  Colombian  military  personnel  are  vetted  for  human  rights 
abuses  by  the  U.S.  Embassy  in  Bogota  prior  to  receiving  training  in  the  U.S. 

Questions  for  the  Record  Submitted  by  Representative  Obey 

Submitted  to  State  Department 

Pakistan/Indonesia  F-16's 

Question.  What  is  the  status  of  your  attempts  to  sell  the  F-16s  intended  for  Paki- 
stan to  Indonesia?  Will  a  notification  to  Congress  be  required,  if  the  sale  goes  for- 
ward? 

Answer.  Indonesia  has  told  us  that  it  would  be  interested  in  bu5dng  9  of  the  peace 
Gate  IV  planes  if  its  counteroffer  of  $8  million  per  plane  is  acceptable  to  Pakistan. 
We  are  currently  waiting  for  a  response  from  Pakistan.  (Pakistan  paid  approxi- 
mately $18  million  each  for  these  aircraft.) 

This  sale  conforms  to  our  arms  poUcy  for  Indonesia  which  prohibits  the  sale  of 
small  arms  and  items  used  for  crowd  control  but  supports  the  sale  of  arms  to  be 
used  for  legitimate  defense  purposes.  If  indeed  Pakistan  and  Indonesia  come  to  an 
agreement,  we  will  provide  the  required  30  day  Congressional  notification. 

Brown  Amendment 

Question.  The  Brown  Amendment  gives  the  authority  to  expand  military  coopera- 
tion with  Pakistan  despite  the  Pressler  Amendment  nuclear  sanctions  in  the  areas 
of  narcotics  control,  anti-terrorism  and  peacekeeping.  Outline  your  intentions  for 
1997  to  the  Committee  in  these  areas  and  in  particular  how  will  the  $3  million  re- 
quested for  the  Pakistani  narcotics  control  program  be  used. 

Answer.  In  order  to  put  our  relationship  with  Pakistan  on  a  stronger  footing  and 
thereby  increase  our  ability  to  deal  with  the  proliferation  threat  in  South  Asia,  the 
Administration  has  begun  to  implement  a  portion  of  the  Brown  Amendment,  includ- 
ing the  release  of  $368  million  of  previously  embargoed  equipment  to  Pakistan.  At 
the  same  time,  the  reported  transfer  of  nuclear-related  equipment  from  China  to 
Pakistan,  such  as  ring  magnets,  raises  serious  concerns.  /^  a  result,  the  Adminis- 
tration is  not  implementing  those  portions  of  the  Brown  Amendment  that  are  sub- 
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ject  to  restrictions  under  the  Symington  Amendment.  Sjrmington  sanctions  prohibit 
the  provision  of  military  assistance,  including  most  types  of  peacekeeping,  IMET 
and  counterterrorism  assistance,  to  Pakistan.  Countemarcotics  assistance  is  not 
prohibited.  We  want  to  work  with  Pakistan  to  resolve  our  concerns  about  the  trans- 
fer of  sensitive  technology  from  China  and  to  implement  the  Brown  Amendment 
fully  in  the  future. 

The  Administration  plans  to  utilize  the  $3  million  in  countemarcotics  assistance 
requested  for  Pakistan  in  four  major  areas  or  projects.  The  Law  Enforcement  project 
seeks  to  strengthen  the  GOPs  anti-narcotics  institutions  by  supplementing  their  re- 
sources to  permit  more  vigorous  anti-narcotics  enforcement  efforts.  The  Develop- 
ment Assistance  project  builds  roads  into  previously  inaccessible  tribal  areas  in 
order  to  aid  in  the  eradication  of  opium  poppy,  facilitate  farmers  ability  to  deliver 
legitimate  crops  to  market  and  permit  Pakistan  law  enforcement  access  to  these 
areas.  The  Demand  Reduction  project  aims  at  continuing  to  increase  public  aware- 
ness of  Pakistan's  domestic  drug  problem.  Finally,  Program  Development  and  Sup- 
port funds  provide  for  salaries,  benefits  and  allowances  for  non-U. S. 
countemarcotics  personnel  in  Pakistan. 

NATO:  Partnership  for  Peace 

Question.  Explain  the  goals  of  the  Partnership  for  Peace  program,  and  in  particu- 
lar what  are  its  immediate  goals.  Also  address  the  total  costs  to  the  U.S.  of  full 
NATO  membership  for  Eastern  European  countries. 

Answer.  NATO  launched  the  Partnership  for  Peace  (PFP)  at  President  Clinton's 
initiative  in  January  1994.  It  was  established  not  as  an  alternative  to  NATO  mem- 
bership, but  as  a  way  to  build  lasting,  practical  cooperation  between  NATO  and  all 
its  new  democratic  Partners,  both  those  who  aspire  to  NATO  membership  and  those 
who  do  not. 

Thanks  to  strong  participation  and  widespread  support  of  Partners  and  Allies 
(and  of  the  U.S.  Congress),  PFP  is  a  major  success.  Since  1994,  PFPs  annual  Work 
Program  has  become  increasingly  robust,  and  implementation  has  consistently  ex- 
ceeded all  expectations.  This  year  NATO  is  scheduled  to  have  over  15  major  PFP 
training  exercises  and  dozens  more  related  programs  and  other  activities.  The  broad 
range  of  activities  reflects  the  diverse  needs  of  our  27  PFP  partners,  including  pro- 
motion of  civilian  control  of  the  military,  transparency  in  defense  budgets  and  inter- 
operability of  forces. 

Partners  interested  in  joining  NATO  are  preparing  actively  for  membership,  e.g. 
through  the  PFP  Planning  and  Review  Process,  which  mirrors  NATO's  own  internal 
process  for  strengthening  interoperability.  PFP's  effectiveness  in  preparing  Partners 
for  NATO  missions  has  been  highUghted  by  the  successful  participation  of  12  PFP 
Partners  in  IFOR.  Other  Partners  not  seeking  membership  are  pursuing  individual 
partnership  programs  commensurate  with  national  objectives,  e.g.,  the  ability  to 
work  alongside  NATO  forces  in  futvu*e  humanitarian  operations. 

With  regard  to  the  costs  to  the  U.S.  of  NATO  enlargement,  the  Alliance  has  not 
yet  determined  which  Central  and  East  European  states  will  eventually  be  offered 
NATO  membership  or  when  the  first  new  members  will  join  the  Alliance.  Moreover, 
we  are  currently  engaged  in  an  ongoing  dialogue  with  prospective  members  to  deter- 
mine, among  other  things,  what  assets  they  will  bring  to  the  Alliance.  While  there 
are  certain  to  be  costs  associated  with  enlargement  (e.g.   NATO  infrastructure 

Rrojects),  it  is  too  early  to  estimate  what  those  costs  will  be  to  the  U.S.  and  other 
TATO  partners. 

FY  97  Budget  Request  for  Security  Assistance 

Question.  Explain  the  rationale  for  beginning  a  new  loan  program  this  year,  and 
outline  our  overall  goals  with  regard  to  how  much  in  U.S.  military  assistance  will 
be  sought  for  countries  of  Eastern  Europe. 

Answer.  The  new  Central  Europe  FMF  loan  program  is  intended  to  provide  assist- 
ance to  the  most  creditworthy  CE  countries  which  have  demonstrated  a  serious  in- 
terest in  joining  NATO.  New  members  will  be  expected  to  finance  their  defense 
spending  and  contribute  to  NATO  budgets  from  national  resources.  The  defense 
loans  program  is  thus  an  interim  step  for  helping  these  countries  make  the  transi- 
tion from  grant  security  assistance  to  total  self-sufficiency.  It  will  help  these  coun- 
tries remedy  deeper  infrastructure  deficiencies  not  addressed  by  the  PFP  grant  FMF 
program,  which  focuses  on  peacekeeping,  search  and  rescue,  and  humanitarian  as- 
sistance. By  virtue  of  the  credit  rating  necessary  to  participate  in  the  program,  all 
potential  beneficiaries  of  the  defense  loans  have  demonstrated  an  ability  to  manage 
their  debt  wisely. 


227 

The  administration  is  requesting  $100  million  in  security  related  assistance  to 
Central  Europe  and  the  NIS  in  FY  1997  through  the  President's  Warsaw  Initiative. 
This  request,  equal  to  last  year's  $100  million  bilateral  assistance  program,  will  help 
the  CE  countries  participate  in  the  Partnership  for  Peace,  and  prepare  those  coun- 
tries interested  in  joining  NATO  for  eventual  membership.  Each  Partner  is  expected 
to  contribute,  in  a  manner  commensurate  with  national  interests  and  means,  to  the 
achievement  of  Partnership  objectives.  Although  more  is  needed,  the  mutually  rein- 
forcing IMET,  FMF  and  DoD  programs  are  designed  to  help  the  CE  countries  con- 
tinue the  downsizing,  modernization,  and  professionalization  of  their  armed  forces, 
and  to  reinforce  civilian  control  of  the  military. 

NATO — Partnership  for  Peace 

Question.  What  safeguards  are  in  place  regarding  the  policies  of  Eastern  Euro- 
pean countries  selling  arms  to  third  world  or  terrorist  countries?  Does  the  U.S. 
make  the  non  sale  of  euros  to  terrorist  countries  a  precondition  to  the  provision  of 
military  grants  or  loans  to  the  countries  of  Eastern  Europe? 

Answer.  We  are  firmly  committed  to  ending  the  sale  of  arms  to  countries  deter- 
mined to  be  state  sponsors  of  terrorism.  We  have  worked  to  establish  the  Wassenaar 
Arrangement,  member  states  of  which  are  committed  to  prevent  the  acquisition  of 
arms  and  sensitive  dual-use  goods  and  technologies  for  military  end-uses  by  Iran 
and  other  countries  whose  behavior  is  cause  for  concern.  We  also  have  obtained  com- 
mitments from  countries  seeking  to  become  members  of  the  Wassenaar  Arrange- 
ment, including  important  Central  European  countries,  to  halt  their  arms-related 
trade  to  countries  like  Iran.  We  routinely  demarche  countries  regarding  particular 
reports  of  arms-related  trade  with  such  countries,  making  clear  that  such  trade  is 
not  consistent  with  closer  relations  with  the  United  States  and  integration  into 
Western  institutions.  In  addition,  consistent  with  the  NATO  Participation  Act  of 
1994  (Public  Law  103-447),  as  amended,  we  continue  to  take  countries'  arms  trade 
activities  with  regards  to  terrorism-sponsoring  countries  into  account  when  consid- 
ering them  for  certain  NATO  expansion-related  cooperation  and  assistance.  We  are 
mindful  also  of  the  provisions  in  each  of  the  Foreign  Operations  Appropriations  Acts 
since  Fiscal  Year  1994  which  prohibit  making  f^nds  appropriated  under  the  rel- 
evant Act — such  as  FMF,  ESF,  or  IMET — available  to  any  foreign  government 
which  provides  lethal  military  equipment  to  a  terrorism  list  country.  We  have  re- 
minded Central  European  and  other  countries  of  these  requirements  and  have  in- 
vestigated closely  reports  of  cases  that  might  trigger  the  statutory  prohibition. 

Bolivia  and  Colombia 

Question.  A  total  of  $100  million  has  been  requested  for  the  countries  of  Bolivia, 
Colombia  and  Peru  under  the  International  Narcotics  Program  for  1997.  This  com- 
pares to  $46  million  in  FY  1996. 

What  will  these  funds  be  used  for?  In  particular,  how  much  is  for  economic  and 
military  assistance? 

Answer.  The  comparable  figure  for  countemarcotics  assistance  allocated  in  FT 
1996  for  Bolivia,  Colombia,  and  Peru  is  $64.5  million,  after  adding  in  narcotics-relat- 
ed sustainable  development  and  miUtary  assistance.  It  should  be  noted  that  we  re- 
quested $137  million  in  FY  1996,  including  sustainable  development  and  military 
assistance.  Chir  FY  1997  request  includes  an  increase  for  sustainable  development 
from  $18  million  to  at  least  $30  million.  Military  countemarcotics  assistance  will 
be  for  activities  that  support  the  Colombian  National  Police's  countemarcotics  ac- 
tivities or  are  designed  to  complement  U.S.  military  countemarcotics  programs  and 
operations. 

Question.  How  will  Congress  be  informed  of  your  intentions  on  the  use  of  these 
funds? 

Answer.  Additional  information  on  country  programs  is  contained  in  the  separate 
INL  congressional  presentation  docviment. 

Question.  Has  the  Political  Military  Affairs  section  of  the  Department  totally 
given  up  any  control  of  how  the  International  Narcotics  funds  are  spent  by  that  pro- 
gram? 

Aiiswer.  The  Bureau  of  Political  Military  Affiairs  (PM)  and  the  Bureau  of  Inter- 
national Narcotics  and  Law  Enforcement  Affairs  (INL)  work  in  close  coordination 
on  all  matters  relating  to  elements  of  security  assistance  which  support  our 
countemarcotics  effort.  The  PM  bureau,  for  example,  has  officers  in  both  its  Office 
of  Arms  Export  and  Control  Policy  (ATEC)  and  its  Office  of  Security  Relations,  Pol- 
icy and  Resources  (SRP)  who  consult  with  INL  on  a  daily  basis  on  CN-oriented  as- 
sistance. Finally,  PM  is  represented  at  the  senior  level  on  the  INL-chaired  Inter- 
agency Working  Group  on  International  Narcotics  Matters.  The  entire  CN  process 
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profits  fi-om  PM's  expertise  and  counsel  in  the  best  possible  application  of  funds  in 
support  of  CN  objectives. 

Bolivia  and  Colombia 

Question.  Peru  is  scheduled  to  go  from  a  program  of  $15  million  to  $25  million. 
What  is  the  increase  for  and  is  it  based  on  any  particular  progress  or  increased  co- 
operation that  you  can  point  to? 

Answer.  The  total  countemarcotics  assistance  request  for  Peru  represents  an  in- 
crease from  $19.5  million  to  $25  million.  This  $5.5  million  increase  will  enhance  Pe- 
ruvian Government  capabilities  to  verify  coca  reduction  undertaken  in  connection 
with  alternative  development  projects  and  to  expand  training  and  other  support  for 
prosecutions  and  the  judicial  branch.  Air  interdiction  by  the  Peruvian  Air  Force  has 
disrupted  transportation  of  cocaine  base  to  Colombia  and  resulted  in  a  sharply  re- 
duced price  for  base  in  Peru  during  much  of  1995.  Our  alternative  development 
project  is  designed  to  build  upon  this  success  and  result  in  reduced  coca  cultivation 
in  project  areas. 

Submitted  to  Department  of  Defense 

Albania 

Question.  Congress  was  recently  notified  of  your  intention  to  provide  about  $30M 
worth  of  excess  defense  eqvtipment  to  Albania.  Can  you  explain  the  rationale  for  this 
and  to  what  extent  this  program  wiU  continue? 

Answer.  As  the  most  resource-poor  country  in  the  Central  Europe  region,  Alba- 
nia's Defense  Force  lacks  even  the  most  basic  necessities  such  as  food  preparation 
items,  office  supplies,  and  telephone  equipment. 

Since  the  development  of  the  U.S. -Albania  bilateral  military  relationship  in  1993, 
Albania's  Minister  of  Defense  has  requested  USG's  assistance  in  providing  excess 
communications  equipment  and  other  necessities  to  assist  his  military. 

Much  of  the  equipment  requested  by  Albania  was  not  available  as  excess  defense 
articles  (EDA).  In  January  1996,  we  learned  of  the  potential  availabiUty  of  Army 
Wartime  Host  Nation  Support  (WHNS)  equipment.  Efforts  were  made  by  our  U.S. 
European  Command  to  identify  as  much  of  the  WHNS  equipment  as  possible  that 
would  meet  Albania's  defense  needs. 

The  WHNS  equipment  was  originally  pxirchased  by  the  USG  for  use  by  Germany 
for  NATO  support.  The  WHNS  equipment  is  configured  to  German  specifications 
with  spares  and  support  items  to  be  purchased  fi'om  German  manufacturers.  With 
the  end  of  the  WHNS  agreement,  neither  Germany  nor  the  USG  had  a  reqviirement 
for  this  equipment.  (See  below  for  a  listing  of  WHNS  equipment.) 

The  Army  WHNS  equipment  identified  for  Albania  includes:  food  preparation  and 
storage  equipment,  miscellaneous  office  equipment  and  furnishings,  various  mainte- 
nance shop  equipment,  hand  tools  and  tool  sets,  tents  and  canvas  items,  electronic 
test  and  maintenance  equipment,  communications  and  telephone  equipment,  com- 
munications shelters,  NBC  detection  and  protection  equipment,  camouflage  screens 
and  supports,  and  inflatable  watercraft  and  equipment. 

The  Army  WHNS  equipment  is  a  one-time  deal  meaning  there  will  be  no  addi- 
tional WHNS  equipment  available  in  1997  or  beyond. 

Excess  Army  WHNS  items  that  were  not  identified  for  transfer  to  Albania  will 
be  turned  over  to  the  Defense  ReutUization  Management  Office  (DRMO)  in  May 
1996.  Thereafter,  items  will  be  identified  for  resale  to  the  public  or  transfer  to  other 
EDA  recipient  countries. 
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